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Members of the Committee present: 
Hon.  M essrs. Findlay, Orchard 

Messrs .  Doer, Dr iedger ( N iakwa),  Stor ie ,  
Taylor 

APPEARING: M r. 8. Ransom, Chairman, Board of 
Directors, Manitoba Hydro 

M r. G. Beatty, President and Chief Executive 
Officer, Manitoba Hydro 

M r. R .  Brennan,  Vice-President Finance and 
Chief Financial Officer, Manitoba Hydro 

M r. D.  Ki lgour, Vice-President, Engineering 
and Construct ion,  Manitoba Hydro 

MATTERS UNDER DISCUSSION: 

M an itoba Hyd ro-Electric Board 

Clerk of Committees, Ms. Janet Summers: Wil l  the 
committee please come to order. We must proceed to 
elect a chairman for the Committee responsible for 
Public Uti l it ies and Natural Resources. Are there any 
nominations? 

Hon. Glen Findlay ( Minister of Agriculture): I 
nominate H arold Gi l leshammer. 

Madam Clerk: Are there any further nominations? M r. 
Gi l leshammer, wi l l  you please take the Chair. 

Mr. Chairman, Harold Gilleshammer: I c a l l  t h e  
Committee on Pub lic Uti l ities a n d  Natural Resources 
to order to consider the Annual Report of the Manitoba 
Hydro-Electric Board . 

I would i nvite the H onourable Min ister to make h is  
opening statement and to i ntroduce the staff present 
here today. 

Hon.  Harold Neufeld (Minister of Energy and Mines): 
My only statement wi l l  be that th is being my f irst 
experience with a committee, as it is with a number 
of you ,  I wi l l  introduce the Chairman of the Manitoba 
Hydro-Electric Board and he wi l l  then introduce the 
staff. Brian Ransom. 

* (1005) 
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Mr. Brian Ransom (Chairman of the Manitoba Hydro­
Electric Board): M r. Chairman and members of the 
committee. Thank you, M r. M i nister. 

I welcome this fi rst opportunity to appear before the 
Standing Committee on Public Uti l it ies and Natural 
Resources as Chairman of the Manitoba Hydro-Electric 
Board and to participate in  the presentation of the 36th 
and 37th Annual Reports. 

I know that M anitoba Hydro will benefit from the 
q uestions and comments that the Honourable Members 
wi l l  have to make. 

May I begin by d rawing  the Members' attent ion to 
the composit ion of the board , which is l isted on page 
4 of the most recent Annual Report, and for the record 
I wi l l  list them: 

Dr. John S. McCallum is  the Vice-Chairman. He 
is with the Faculty of Management, University 
of Manitoba. 
Rod J .  Beaudry is with the Production Division 
of Manitoba Hydro. 
William E. Cheater is with the Regional Services 

. Department, M anitoba Hydro. 
Charles E. Curtis,  the Deputy M i nister of Finance 
and the Executive Director of the M anitoba 
Energy Authority, Province of Manitoba. 
M r. Harry Enns,  the M LA for Lakeside. 
Darlene H i ldebrand ,  an I nvestment Advisor with 
RBC Dominion Securities. 
D r. Ed m u n d  K u ffel , Dean of  E n g i n eer i n g ,  
U niversity o f  M an itoba. 
C lyde R. M c B ai n ,  Pres ident  and G e n era l  
Manager, Ancast Industries Ltd .  
Ken Patin o  is  with the General Engineering 
Division , Winn ipeg Hydro. 
Dr. Harold J .  Perkins,  Faculty of Education,  
Brandon U niversity. 

At t h i s  p o i n t ,  I w o u l d  l i k e  to ack n o w l e d g e  t h e  
professional and cooperative manner in  which t h e  staff 
of M a n itoba  H y d ro h ave responded to t h e  many 
q uestions put to them by myself and other members 
of the board since the changes took place in  the board 
a few months ago. 

There are several pol icy q uestions that have been 
examined since my appointment as Chairman of the 
Board , and I th ink it would be appropriate to outl ine 
t hese to the committee. 

First of all, Manitoba Hydro forecasts that add itional 
generating capacity wil l  be required by 1999, and 
management has been asked to examine a l l  possib le 
means of meeting that requirement, including extending 
the l ife of the exist ing thermal plants and evaluating 
the smaller Wuskwatim plant i n  addition , or as an 
alternative, to the Conawapa plant.  
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Secon dly, the potential importance of the Free Trade 
Agreement to Manitob& Hydro. I asked the staff of 
Manitoba Hydro, and sought cooperation from people 
in  the Attorney-General's Department, with I ndustry, 
Trad e  and Tourism, with the Manitoba Energy Authority 
a n d ,  of c o urse, wit h M a n it o b a  H yd r o  a n d  t h e  
Department o f  Energy to examine a s  many o f  the 
various position s  and interpretations  of the Free Trade 
Agreement  as possible with respect to  how they might  
im pact u pon Manitoba Hydro. 

That committee has put in a considerable amount 
of work and, of course, management of Manitoba Hydro 
have also addressed t his q u estion extensively and Mr. 
Beatty will be out lining the position that management 
of Hydro h as arrived at. 

* (1010) 

A third area that we have examined was already being 
examined to  some extent when I assumed the role of 
chairman, and t h at had to do with the current interest 
in t h e  greenh o u se effect ,  t h e  potential l o ng-term 
implication s  upon a hydro-electric facility such as ours 
if some of the interpretation s  t hat one presently hears 
about the potential impact of the g reenhouse effect 
shou ld  in fact prove to be t rue. There was some work 
g oing on in-house; but, in addition to that ,  we are also 
now participating in b asical ly a private organization 
cal led the "Partnership for Sustainable Development," 
which includes q uite a n u mber of agric ulturally-oriented 
c o m pa n ies-th e  P o o l s, b o t h  Sas k a t c h ewan a n d  
Manitoba, Mohawk Oil, Ducks Unlimited, Federated 
Cooperatives, Cargill Grain-a n u mber of organizations 
s u ch a s  t h at t h at are  prese n t l y  b e g i n n i n g  t o  be 
concerned and are addressing t his q u estion. So Hydro 
h as been particip ating with them and we are p leased 
to see that this partnership has been ab le to p lay some 
role in bringing the Centre for Sustainab le Development 
to  Win nipeg. 

lt has been confirmed, a lso, that in discussions with 
the Government that Manitoba Hydro will continue to 
receive p u b lished rates for power sold to users that 
might  be attracted here-large users, intensive energy 
u sers, such as an a lumin u m  smelter or some of the 
other metal processing proposals that have been looked 
at . l t  is being confirmed that Hydro wil l get their 
standard rates and that any su bsidy or  any incentives 
t hat might  be required woul d  come from some other 
source than directly from Manitoba Hydro. 

In conjunction with that, I can tell the committee that 
I h ave  reco m m e n d e d ,  af ter  a d i s c ussio n wit h 
management and with the board, that the Government 
repeal T he Manitoba Energy Foundation Act, and that 
a l l  future revenues from sales of hydro-electric power 
woul d  revert to Manitoba Hydro. 

A large area of p u b lic concern, and of concern within 
Hydro also, is the q u estion of accountability. I woul d  
like to outline a few o f  the action s  that have been taken 
a n d  we are c o n te m p l at i n g  taki n g  i n  the area of 
accountability. 

One of these is that the Audit Committee of the board 
plan s  to be m ore active than has been the case in the 
past and to work cooperatively with the Internal Audit 
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Review Committee that h as recently been estab lished 
within the management of M a nitoba Hydro . We think 
that is a necessity in order for the board to be more 
aware of some of the management practices within the 
corporation .  

As t h e  Mem bers wi l l kn o w ,  T h e  Freed om of 
Information Act has been procl aimed at the end of 
September and Hydro expects to be fu l ly operational 
in that area by Dece m ber. I think  we have had our first 
request for information already. Management is being 
encouraged n ot only to observe the letter of the law 
but  also the  spirit of the l aw, and  that general ly we are 
encouraging an atmosphere of openness with respect 
to information from the corporation. 

Another area that has been of concern to myself and 
o t hers  associated wit h H y d ro is t h e  fact that a 

corporation such as ours is In a monopoly situat ion in 
dealing with  our customers, and that where t here are 
customer complaints, customers ult imately have no  
choice but  to  seek solution and seek redress from the 
corporation. Of course, t h eir original pro b lems l ie 
frequent ly with the corporation, so we are going to look 
for some method of providing an objective independent 
means of settling certain types of disputes so t hat the 
pub li c  does n ot feel that they are total ly captives of  
the corporation when t hey h ave problems with the 
corporation. 

* (1015) 

Service committees are, of course, presently required 
under the law and we intend to ho ld the first service 
committee m eeting probably in Decem ber of t his year. 
We wil l eval uate how those committees function in terms 
of getting feed back to the corporation and, indeed, 
getting the corporation's positions across to the pub lic 
as wel l .  

I n  addition to that, i t  is our  intention to take  board 
meetings out into the country. The December b oard 
meeting, for example, wil l  be held at Brandon.  There 
wil l be meetings with some of our larger power users 
at  t h at  t i m e, wit h repres e n tatives of  m u nicip a l  
corporations, and the p u b lic generally, where w e  wil l 
have not on ly  the board and senior management of 
Hydro present, but also some of our regional staff as 
well, so t here wil l  be an opportunity there for the users 
of Hydro to interact directly with a broad range of people 
involved in policy setting and management of Hydro. 

We are also attem pting to increase the general 
sensit ivity t h at t h e  corporat i o n  h as t owar d s  i t s  
customers ,  in  l i n e  wit h w h a t  I ment ioned ear lier, 
concern ing  t h e  d ispute  sett lement  pane ls .  As a n  
example,  i t  came to o u r  attention that people who had 
declared personal bankru ptcy were not in fact relieved 
of their responsibility to pay Hydro bil l s. This seemed 
to us  to be an unjust situ ation and so the policy within 
M anitoba Hydro has been altered ,  so that persons who 
have declared personal  bankruptcy and in order to try 
and get a new start wil l  no  l onger be pursued by 
M anitoba Hydro to col lect previously outstanding bil l s. 

Las t l y, in t h e  area of accou n t a b il i ty, I h av e  
recommended, again after discussion with the board 
and management,  to the Government that M anitoba 
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Hydro shou ld  submit its long-term capital plans, as well 
as operating plans, to the Public Util ities Board perhaps 
every t h ree years ,  b u t  t h at wou l d  be up to t h e  
Government a n d  t h e  Legislature t o  determine precisely 
how often they wanted that to happen. We believe that 
will do more to enhance the accountabi l ity of the 
corporation than any other single act that can be taken. 
Up unt i l  now, there has been no non-partisan objective 
forum where the plans of Manitoba Hydro could  be 
reviewed in  their entirety. 

We are therefore recommending that Hydro appear 
before the Publ ic Ut i l it ies Committee to review its long­
term plans and of course the rate increases that flow 
from those long-term plans. 

Finally, M r. Chairman, I know that although the export 
negot iat ions  for power sa les are tec h n ic a l l y  t h e  
responsib i l ity o f  t h e  Manitoba Energy Authority, I know 
that Members of this committee wil l  be i nterested in  
progress on some of  those negotiations, and staff of  
Manitoba Hydro wi l l  be prepared to provide an update 
in d etail s  on the ongoing negotiations. 

Perhaps, I shoul d  point out, since I am speaking 
general ly about pol icy areas, that there have been no 
policy changes at this point with respect to export sales. 

At that point, I woul d  l ike to turn over the floor to 
the Chief Executive Officer of Manitoba Hydro, M r. Garry 
Beatty, and he and members of his staff wi l l  deal with 
management aspects and he wi l l  also introduce some 
of the other staff who are here. 

* .  (1020) 

Mr. Garry Beatty (President and Chief Executive 
Officer): M r. Chairman, I am very pleased to present 
the corporation's 36th and 37th Annual Reports for 
the years ended M arch 31, 1987,  and M arch 31, 1988.  
I wil l also make some comments on the outlook for 
the 1988-89 fiscal year. This occasion p resents an 
opportu nity for m a n agement  not o n l y  to  a n swer 
q uestions, but  also to obtain the views of Legislature. 
We look forward to it. 

I am accompanied by several members of our senior 
management team who will add to the presentation 
and take part in respo n d i n g  to any q uest ions or 
comments the committee may have. 

This management g roup includes Ralph Lambert, 
Sen ior  Vice- Pres ident ,  C ustomer Serv ice a n d  
Market ing,  behind me in  the midd le; M urray Fraser, 
Senior Vice-President, Energy Supply, seated over here; 
Bob Bren n a n ,  Vice-Pres ident ,  F inance a n d  C h ief 
Financial Officer, Bob is  r ight here. 

We a l so h ave Don K i l g o u r, Vice- Pres iden t, 
Eng ineering  and Construct ion;  L inda Jol son ,  Vice­
President, Corporate Relations; John Funnell, General 
Counsel and Corporate Secretary. 

We also have with us Wi l l  Tishinsk i ,  who is Vice­
P resident of Operations; and Art Derry, who is Vice­
President of Business Development; and Ken Adams, 
our Corporate Planning Officer. 

I hope with this g roup we are able to cover, in as 
much detail as you wish, any part of the operations of 
the corporation. 
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In the year ended M arch 31, 1988 ,  M anitoba Hydro 
delivered 16.3 b i l l ion k i lowatt hours of energy to its 
M anitoba customers. The peak demand reached a new 
record level of 3,356 megawatts. After al lowance for 
variat ions d u e  to weather cond it ions,  these l evels 
represent sol id  and steady growth in  the demand for 
electricity. 

On the other hand, the last two years vividly i l lustrate 
the extremes of water conditions that can occur and 
the corporation's vulnerabil ity to these condit ions. In  
1986-8 7 ,  extremely favou r a b l e  water con d i t i o n s  
permitted Manitoba's hydraul ic generat ing stations to 
produce a record 24 b i l l ion kWh. The d rought which 
started in the winter  of '86-87 red u ced hydra u l i c  
production in  1987-88 by 25 percent from t h e  year 
before to 18 b i l l ion kWh. That requ i red us to turn to 
the coal-fi red thermal stations at Selkirk and Brandon 
for add itional energy. 

Production levels in the '86-87 fiscal year resulted 
in extra-provincial revenues of $ 1 13 mi l l ion, the highest 
level ever, and the fifth consecutive year in excess of 
$100 mi l l ion.  In 1987-88, export revenues fell by $57 
mi l l ion, and the costs of thermal generation and related 
expenses increased by $13 mi l l ion.  

As a resu lt of this swing,  due enti rely to d rought, the 
net income of $13.4 mi l l ion for the 1986-87 year 
reversed to a net loss of $18 .5  mi l l ion for the year 
ended M arch 31, 1988.  The corporation's reserves, 
which had reached $ 1 37 mi l l ion at the end of 1986-
87 fiscal period, were reduced to j ust under $119 mi l l ion 
on M arch 31 last. 

Severe d rought conditions have persisted over most 
of the hydraul ic system in the current fiscal year. Record 
low flows were establ ished on the Winn ipeg River th is 
summer. Although recent precipitation has improved 
the outlook, especial ly in the Winnipeg River Basin,  the 
net expense loss for the year ending M arch 31, 1989, 
could  be as h igh as $45 mi l l ion, as opposed to the $16 
mi l l ion net revenue forecasted at the beginning of the 
year. 

Since our  last appearance before this committee in  
Apri l 1987 ,  the Board of  Manitoba Hydro approved a 
rate increase of 4.5 percent which came into effect on 
April 1 ,  1988. Manitoba Hydro continues to provide 
power to its customers at rates which are, for most 
categories, the lowest in North America. 

* (1025) 

Further comment on M an itoba H yd ro's f inancia l  
situation, i n  l ight of  the current, severe and extended 
d rought, is  appropriate. First of all , current conditions 
d ramatically underscore the need for the corporation 
to be financially prepared for the effects of period ic 
d roughts. The corporation has estimated that if the 
worst cond itions on record were repeated , the f inancial 
impact would be a net cost of about 180 mi l l ion. 
Reserves of at least this order of magnitude would be 
desirable g iven our current system and customer base. 

If the corporation's reserves were al lowed to decl ine 
d rastical ly, there would  certainly be repercussions for 
the provincial credit rat ing.  
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Secondly, the corporation's flex ib i l ity to reduce d ay­
to-day costs is l im ited . A large proportion of our annual 
costs are fixed . For example, f inance expense and 
depreciation represented 56 percent of total expenses 
during 1 987-88. Discretionary expenditures are careful ly 
controlled at al l  t imes inc luding years of favourable 
water conditions. Consequently, there is l im ited scope 
for reduction in years of low flows without immediately 
and seriously affecting the system.  

Finally, although additional revenue could be earned 
through immediate increase in  rates, the corporation 
recognizes that many of its customers are also suffering 
financially as a result of the d ry weather. The i mposition 
of a special rate i ncrease at this time would be an 
addit ional burden. 

Management is continuing to monitor th is situation 
very closely. 

M r. Chairman, I would l ike to review some of the 
signif icant developments of the last year: 1988 is the 
fourth year of  construction at Limestone and the project 
is running sl ightly ahead of schedule;  civi l  work has 
continued this y ear and the project is beginning to move 
i nto the electrical and mechanical phase; the cost 
est imate for Limestone announced in February 1988,  
was $1.67 bi l l ion;  the cost est imate for the project has 
now dropped a further $100 mi l l ion to 1 .57 b i l l ion. 

A second major development was the completion of 
the 1 38 k i lovolt transmission l ine to Church i l l .  This l ine 
was brought on stream in  the last week of Apri l  1 987. 
The Churchi l l  l ine is evidence of the corporation's 
cont inuing efforts to extend central station power to 
remote communities. The corporation, on behalf of the 
province,  i s  c urrent ly  d i scuss ing  with the federal 
Government  a cost-sh a r i n g  ar rangement  for t h e  
construct ion  of a l i n e  to  s u p p l y  power to  the  
communities of  Oxford House, Gods Lake Narrows, 
Gods River, Red Sucker Lake and the Island Lake 
communit ies of G arden H ill ,  Waasagomach and St. 
Theresa. 

This proposal ,  known as the North Central Manitoba 
Project, would  al low the residents of these remote 
communit ies to use the larger appliances which most 
Manitobans take for granted . In addit ion, it  would al low 
the use of electric space heating to d isplace the use 
of other fuels brought into these comm unit ies at great 
expense. 

Another important event ,  s ince we last met with the 
committee, was the completion of Manitoba Hydro's 
new PCB storage faci l ity at our Waverley Street Service 
Centre. This structure was bui l t  to meet al l  applicable 
provincial and federal regu lations and gu idel ines. l t  has 
been designed to assure safe and secure storage of 
these m ater ia ls  u n t i l  an accepta b l e  method of 
destruct ion i s  avai l a b l e .  At t h e  same t i m e ,  t h e  
corporation is continuing i t s  program established in  
1 984 of t reat i n g  PC B-contam i n ated m i nera l  o i l  in  
transformers to neutral ize the PCBs. 

In  the first six months of 1988, the corporation 
successfu l l y  negot i ated t h ree-year  col lect ive 
agreements wi th  the  t hree u n ions that  represent 
Manitoba Hyd ro employees. Contracts have been 
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signed with the International Brotherhood of Electrical 
Workers, Local 2034; the Canadian Un ion of Publ ic 
Employees, Local 998; and the Association of Manitoba 
H y d ro Staff a n d  S upervisory E m p l oyees.  The 
management of M an i toba Hydro takes i n d u st r ial 
relat ions seriously and wi l l  take al l  steps to ensure fair 
administration of the collective agreements between 
the corporation and its employees. 

The corporation is cont inuing its implementat ion of 
The Pay Equity Act. The first salary adjustments under 
the Act took effect September 29 last,  with the balance 
to be effective in September 1 989. 

* (1030) 

The final part of my presentation, M r. Chairman, 
addresses the longer term outlook for Manitoba Hydro. 
Each year the company prepares a forecast of the 
energy and capacity requ i rements of Manitobans for 
the future. Our current forecast shows that Manitoba's 
consumption of electricity is expected to grow by an 
average of 2.3 percent annually over the next decade. 
The comparable figure for the last 10 years has been 
3 . 1  percent .  W h i l e  t h e  forecast d oes make some 
allowance for additional industrial loads, it does not 
reflect the potential for the addition of a major customer 
such as, for example, an aluminum smelter. The size 
of such a load requ i res that supply planning consider 
this possib i l ity separately. 

To meet the forecasted domestic load and com mitted 
export sales, and with due regard for the u ncertainties 
associated with any prediction beyond a ten year period , 
it continues to be expected that new generating capacity 
wi l l  be requ i red for 1999, as the Chairman has noted . 

On meet ing with the committee in April of 1 987 ,  we 
were at that t ime sti l l  us ing the 1986 load forecast and 
were therefore expecting a 1997 in-service date for 
new capacity. That estimate changed in July of '87. 

Corporation management is examin ing the various 
options avai lable to it to meet the expected load . In 
t h i s  regar d ,  t h e  corporat ion h as com m e n ced 
environmental stud ies for the Conawapa Generat ing 
Station , B ipole I l l  Transmission Line and Wuskwatim 
Generating Station . 

In view of the long lead t imes requ i red for the 
construction of a new faci l ity, a decision may have to 
be made in 1989 to choose the next station and perhaps 
begi n  prel iminary construction activities. 

The current d rought has helped raise the profi le,  at 
least in this part of the world,  of concerns in scientific 
circles that our cl imate may be getting warmer and 
d rier, the so-called "greenhouse effect" to which the 
Chairman al luded. Manitoba Hydro has been fol lowing 
this debate for some t ime, since a change in c l imate 
could  influence both the supply and demand side of 
our operations. At this point we are not making any 
f u n d amenta l  changes to our p lans for the futu re. 
However, we continue to watch developments i n  this 
area. 

H i g h  Temperature S u perco n duct iv i ty is  another 
subject of interest . Current expectations are that it wi l l  
b e  at l east 10 years before h i g h  temperature 
superconductivity has any commercial impact at al l .  



Tuesday, October 1 1, 1 988 

Another matter of interest is the possible health effect 
of electromagnetic fields.  Considerable research is 
being conducted by the electrical industry in these 
areas. Manitoba Hydro is active in some of these 
research projects and monitors the results of all such 
stud ies. 

Manitoba Hydro's management has g iven careful 
considerat ion to the impl icat ions of the proposed Free 
Trade Agreement portrayed in electricity. 

In the opinion of management, the agreement is not 
l ikely to cause major problems for Manitoba Hydro in 
the foreseeable future. 

· 

Trade and electricity is already virtually barrier-free. 
Our past and current relat ionships with interconnected 
u t i l i t ies have been of  a cooperat ive a n d  m u t u a l l y  
beneficial nature. We expect that t h e  o n l y  immediate 
effect of the agreement will be to positively reinforce 
trade between U .S .  and Canadian ut i l it ies. 

Our overal l  assessment is based on consideration 
of how specific aspects of the agreement might effect 
Manitoba Hydro. In making this assessment,  we have 
considered work performed by staff, opinions rendered 
by our legal counsel, m aterial from a wide range of 
sources and our past experience with export activities. 

The provisions of the agreement, as they relate to 
energy generally and to  electricity i n  part icular, are 
somewhat ambiguous and therefore suscept ib le to a 
wide range of d iffering interpretations. The effects of 
the agreeme n t  w i l l  o n ly become f u l l y  c lear when 
decisions are rendered through the d ispute settlement 
process. Nonetheless, I believe that the judgments 
reached by management are reasonable and reflect 
the m ost l ikely outcome. 

The first is  the extent to which the provisions of the 
agreement are l ikely to  apply to Mani,�el:;)a Hyero's  
activities. Our conclusion is  that  Manitoba Hydro wi l l  
b e  t reated as  a c o m m e r c i a l  exporter u nd e r  the 
agreement Contracts negotiated with other ut i l it ies wi l l  
continue to be the means whereby Manitoba Hydro 's  
interests and those of its domestic customers are 
protected. 

The second area is pricing .  We looked at the question 
of whether Manitoba H yd ro wi l l  be able to maintain 
d ifferentials i n  price between Manitoba customers and 
U.S.  customers and between other Canadian customers 
and U .S .  customers. Our conclusion is that there is  a 
long establ ished d istinction between the bases on which 
uti l i t ies set prices to customers within their "franchise 
area" or their  service area, on the one hand,  and to 
export customers on the other. l t  is  expected that this 
distinction wi l l  continue for the foreseeable future in 
both Canada and the U.S. We are not aware of any 
opinion on the agreement, however negative, which 
has claimed that the agreement expl icit ly proh ib its 
domest ic prices from being l ower than export prices. 

With respect to prices charged to other Canadian 
ut i l it ies, the agreement wi l l  prevent price d iscrim ination 
in  favou r  of Canadian as compared to U.S. ut i l it ies. 
Both wi l l  be able to compete on an equal basis for any 
available power. From Manitoba Hydro's perspective, 
the objective of export sales is  to maximize benefits 
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to Manitoba ratepayers, regardless of whether the buyer 
is Canadian or American , and so we see positive 
impacts from the agreement in this regard . 

The third area considered was M anitoba Hydro's 
abi l i ty to protect the supply of electricity for Manitoba 
consumers. The proportionality provisions are probably 
the most unclear part of the agreement with respect 
to electricity. However, after considering the l ikel ihood 
of various scenarios, our conclusion here is that the 
effects of the proportional ity provisions should be 
min imal provided that where appropriate Manitoba 
Hyd ro 's  future export contracts are negot iated to  
contain guarantees that give domestic requ irements 
priority over exports. 

The fourth area considered was the effect of the 
agreement on Manitoba Hydro's vulnerabil ity to action 
under U .S .  t rade law. M anagement has concluded that 
the effect would be, on balance, neutral. More attention 
may be focussed on the issue of Government subsidies 
but the laws affecting countervai l  and anti-dumping 
measures wi l l  be u naffected by the agreement. I f  
Manitoba Hydro were to provide incentive rates to  
industrial customers, those customers would be at  risk 
to U.S. countervai l  actions just as much -no more, no 
less- as they would be without the agreement. 

In concluding my remarks on electricity exports and 
the Free Trade Agreement, I must point out that there 
is no doubt that some questions and uncertaint ies wi l l  
remain .  However, barr ing a d ramatic change in  Hydro's 
c u r rent  trad i n g  env i ronment ,  i t  i s  management ' s  
judgment that t h e  effects of t h e  Free Trade Agreement 
on Manitoba Hydro will be min imal .  

Before concluding my part  of our presentation to the 
committee, M r. Chairman , I would l i ke to take this 
opportunity to  acknowledge the efforts of the men and 
women who work for your electrical ut i l ity. Almost 
without exception,  they will go  that extra mile to help 
achieve our mission. Most visible, perhaps, are the l ine 
crews who work around the clock to restore service 
after a windstorm, such as the one on June 24 of this 
year, but simi lar efforts are routinely put i n  by people 
in al l  parts of the organizat ion.  I am proud of the 
e m p l o yees of  M a n it o b a  H y d r o  a n d  I b e l i eve t h e  
company has a tradit ion o f  excellence. 

N ow, Mr. Chairman, with your permission ,  and the 
concurrence of the committee, I would l i ke to turn over 
the corporat ion's presentation to Bob Brennan,  Chief 
Financial Officer, who wi l l  present an overview of the 
f inancial circumstances of the ut i l i ty. Thank you very 
much.  

Mr. Bob Brennan (Vice-President Finance and Chief 
Financial Officer): This presentat ion,  M r. Chairman, 
involves some overhead projections i n  order to explain 
ful ly to the committee the situat ion.  S o  i f  we could take 
a few minutes to set up  here, I would appreciate it. 

* ( 1 040) 
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POINT OF ORDER 

Mr. Jerry Storie (Fiin Flon): M r. Chairman, on a point 
of order. I believe that i n  committees such as th is  in  
the past we have avoided us ing props and displays. I f  
i t  is  going to take up  t ime of the committee there are 
many questions,  I am sure, that members of the 
committee have to ask, and perhaps it would be easier, 
I am sure that we can receive the pictures later. Perhaps 
we c o u l d  h ave an overv iew of  t h e  f i n a n c i al 
circumstances and avoid us ing up too much t ime of 
the committee. 

Mr. Garry Beatty (President and Chief Executive 
Officer): We could offer the presentat ion,  I suppose, 
without the overheads, M r. Chairman. Is  that possible, 
Bob? We could d istribute copies of the presentat ion 
and people could fol low it on  that basis. I th ink that 
would simpler and faster. 

Mr. Chairman: M r. Taylor, on the point of order? 

Mr. Harold Taylor (Wolseley): Yes ,  I h ave s o m e  
c o n c e r n s  a b o u t  n o t  h a v i n g  a p resentat i o n ,  M r. 
Chairman, and I do not agree with the objection raised. 
Potentially, if the handouts were avai lable for each 
Member of the committee to fol low the overhead 
presentation, but something has to be said for a proper, 
professional presentation of materials through overhead 
s lides as an aid , and I, for one,  would speak in  favou r  
of having t h e  procedu re d o n e  i n  the way it  is  proposed. 

Mr. Chairman: On the point of order, M r. Orchard? 

Hon. Donald Orchard (Minister of Health): Yes,  M r. 
Chairman. I th ink the one key q uestion t hat has not 
been answered is, how long wi l l  i t  take? Because we 
may take more t ime on points of orders than it would 
take for the presentation. I woul d  urge, set up ,  and get 
on with the presentation. 

Mr. Chairman: Do you want i nformat ion,  M r. Doer? 

Mr. Storie: I had assumed that the presentat ion would 
be available in  written form as well. Is  it  not avai lable? 
Then the visuals wi l l  be in the presentation. I presume 
that the graphs and charts that you are going to be 
exh i b i t ing  on  the overhead wou ld  be part of t h e  
presentat ion that w e  receive i n  print. 

Mr. Chairman: Is  i t  the wi l l  of the committee we go 
ahead with the presentat ion? M r. Doer, on a point  of 
order. 

Mr. Gary Doer (Leader of the Second Opposition): 
M r. Chairman, the financial information is in the Annual 
Report. Many of the comments are contained within 
the document tabled by the CEO. We have many 
q uestions to raise with the M in ister responsible,  who 
has not yet made a statement to this committee. I mean , 
th is is not an in-service; th is  is to review the workings 
of Manitoba Hydro and the major pol icy issues that 
are confronting Manitobans with the Min ister present,  
and I certainly would hope that the admin istrat ion of 
the corporation are well reviewed by th is committee. 
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Certain ly  the major pol icy issues t hat the Min ister is  
responsi ble for, that  we have not yet heard in  th is  
committee, I th ink should be front and foremost in  terms 
of our review of the workings of this corporation and 
t h e  m a n y  p o l icy d ecisi o n s  that  f low,  i n c l u d i n g  
environmental issues that are contained wit h i n  the 
pol icy, q uest ions raised by the Chair of the Energy 
Authority. 

Mr. Chairman: I would l ike to thank al l  Honourable 
Members for their input. I believe it  is the wil l  of the 
committee that we go ahead with the presentat ion. 

Those i n  favour  of going ahead with the presentation? 
Opposed , i f  any? We wil l  go ahead with the presentation. 

I cal l  the committee back to order. M r. Brennan, 
proceed with your presentation. 

Mr. Bob Brennan (Vice-President Finance and Chief 
Financial Officer): Thank you, Mr. Chairman. I would 
l ike to  review Manitoba Hydro's 1986-87 and 1 9 87-88 
f inancial performance and g ive you an overview of the 
corporat ion 's  f inancial future, the major sensit ivit ies 
fac i n g  t h e  corporat i o n  and the ass u m p t i o n s  and  
outcome of the  last forecast presented to the Manitoba 
Hydro Board last fall. 

1986-87 Financial Results: 

As ind icated in the 36th Annual Report , net i ncome 
for the 1 986-87 fiscal year amounted to $ 1 3.4 mi l l ion. 
This was the th i rd consecutive year i n  which reven ues 
exceeded expenses. As a result ,  total reserves increased 
to $ 1 37.3 mi l l ion ,  st i l l  s ign ificantly below the current 
target  m i n i m u m  l evel of  $ 1 80-200 m i l l i o n  t h a t  
m a n a g e m e n t  c o n s i d e r s  n ecessary for  f i n an c i a l  
protect i o n  a g a i n s t  l o w  w a t e r  cond i t ions.  B a r r i n g  
unforeseen circumstances, t h e  corporation is committed 
to achieving min imum targeted reserve levels  and 
absorbing the impact of new faci l i t ies through rate 
increases that are closely al igned with the rate of 
inflation. 

Revenues increased $ 1 7. 1  mi l l ion ,  or 3.1 percent ,  to 
$569.7 mi l l ion, pr imarily due to the 2.8 percent rate 
i ncrease i m plemented A p r i l  1 ,  1 986, a n d  to very 
favourable water condit ions. Expenses increased by 
$33.9 mi l l ion, or 6.5 percent, to $556.3 mi l l ion. I ncreased 
water rental charges were the largest single area of 
increases as a result of that 3.6 percent increase i n  
hydraul ic generation and t h e  increase in  rates from 
$4.75 to $ 1 1 .75 per horsepower year. 

The exceptional ly mi ld  winter experienced in 1 986-
87 l im ited the growth i n  electricity sales with in  the 
province to 2.5 percent over the previous year. Excellent 
water condit ions resulted i n  a record 24. 1 bil l ion kWh 
of e lect r ic i ty being generated from the integ rated 
M a n i t o b a  system. H y d r a u l i c  generat i n g  s t a t i o n s  
produced 99. 1 percent of th is  total. T h e  balance was 
provided by t hermal generat ion and i m ports. The 
increase in  generat ion,  coupled with the  moderate 
g rowth in d omest ic  d e m a n d ,  res u l ted  in record 
extraprovincial sales of $ 1 13 .5  mi ll ion. 

1987-88 f inancial results: 

During the 1 987-88 year the drought which we are 
sti l l  experiencin g  began to have adverse effects u pon 
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Manitoba Hydro. Expenses for this year exceeded 
revenues by $ 1 8.5  mi l l ion ,  as compared to the net 
income of $ 1 3.4 mi l l ion i n  the previous year. As a result 
of the reduced water flows, total hydraul ic generat ion 
from the i ntegrated system declined to 18 b i l l ion ki lowatt 
hours from the record h igh in 1 9 86-87. Despite the 
decline i n  reserve levels to $ 1 1 8.8 m i l l ion ,  Manitoba 
Hydr o  remains committed to  keeping rate increases 
closely a l igned with the rate of inf lation in the long 
term.  Should the current d rought condit ions cont inue,  
the corporat ion 's  short-term posit ion wi l l  be reviewed. 

Revenues in 1987-88 i ncreased by only 1.9 percent 
to $580.3 m i l l ion. The increase reflects the 5 percent 
growth in energy requirements for Manitoba customers, 
the 5 percent general rate increase and the 4. 7 percent 
Energy Rate Stabilization Act related-rate increase. The 
decline in extraprovincial sales almost totally offset 
these increases in revenue. Expenses increased by 7. 7 
percent to $598.8 millio n  pr imar i ly due to the increased 
p ower p urchases and thermal fuel costs related to the 
drought and the addit ional  f inance expense result ing 
from The Energy Rate Stabi l izat ion Act amendment. 

The f inancial i mpact of the poor water conditions 
experienced i n  1 987-88, are cont inuing into 1988-89 
and wil l  be d iscussed fol lowing an overview of the 
financial  forecast. 

Forecast Assumptions: 

Before p roceeding to the forecast i tself ,  I w i l l  spend 
some t ime going over the main assumptions i ncluded 
i n  . the forecast. 

In the short term, water condit ions have the g reatest 
f inancial  i mpact on forecasted operations. Forecasts 
for hydraul ic  generat ion consider the current reservoir 
level s  and then assume normal weather condit ions for 
the balance of the forecast. Normal conditions would 
i nc lude m e d i an prec i p i t a t i o n  l eve ls  t o  freeze-u p. 
Prec ipitat ion after freeze-up w i l l  n ot benefit the current 
year. 

* (1050) 

The most significant variable affecting our long-range 
f inancial  forecast i s  the f inancial  i mpact of the t im ing  
of new capital fac i l i t ies required for  our system. The 
System Load Forecast is the basis upon which a new 
plant is added. In addit ion , p rojected i nterest and 
escalat ion rates can have a large effect on our forecasts. 

Water condit ions: 

As stated earl ier, the variable that has the g reatest 
i m pact on net revenues in the short term is water 
condit ions. The extent is displayed throug h  a calculation 
of net interchange revenue. Net i n terchange revenue 
i s  the total extraprovincial  revenue less related water 
rentals ,  thermal costs and purchased i mports. The 
magn i tude of the variance between h igh and low f low 
condit ions is currently i n  the $ 1 00 mi l l ion range. This 
g rows significantly with the addit ion of a new plant ,  as 
well as an increase i n  the Manitoba load , to about $300 
m i l l ion by the mid- 1 990s. 

Of equal s ignificance is the d iffer ing impacts of water 
condit ions. Low water flow condit ions, which is a 
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downside risk, have a much larger effect than the 
potential increase in revenue, which is the upside benefit 
of h igh water flows. This is due to the fact that in h igh  
flow years, not  al l  energy can be sold as  a resu lt o f  
transmission constraints and  l ower un i t  prices result ing 
from market/supply condit ions depressing prices. In  
low f low years, addit ional  costs may be required to 
purchase high cost energy or to use thermal generat ion 
to meet f i rm requ i rements. The f inancia l  i mpact of the 
var iat i o n  between average f lows and l ow f lows 
demonstrates the need for  adequate f inancial reserves. 

System Capabi l i ty: 

Manitoba Hydro has been built to ensure adequate 
power is available to Manitobans even u nder the lowest 
dependable water flows. In the case of drought, the 
corporation will purchase energy from neighbouri n g  
ut i l i t ies a n d  ut ilize more costly thermal generation. I n  
addit ion, energy may also b e  purchased f o r  resale to 
take advantage of reservoi r  management opportunities. 
When water flows are average or better, i t  is possib le 
to generate and sel l  electricity excess to the needs of 
Manitoban consumers. This provides an important 
source of revenue which helps to m in imize rates for 
Manitoba consumers. 

With the com b ined capabi l i t ies of the hydraulic and 
thermal  generating stat ions and avai lable i mports, f i rm 
load can be met even at min imum flows. The est imated 
l oad for 1 988-89 amounts to 17,562 gWh compared 
to the low flow capab i l ity of 1 6,906 gWh, thermal 
cap a b i l i ty of  1 , 864 g W h  and 1 ,  763 gWh of 
interconnection i mport contracts which total 20,533 
gWh. 

Projected extraprovincial revenue is based on the 
assumption that precipitation wi l l  return to normal after 
Apri l  1 ,  1988 with med ian inf lows to all reservoirs and 
reservoi rs regulated to maxim ize export revenues. In 
rea l ity, th is  has not occurred and the province remains 
i n  a drought  situat ion ,  u nderscoring the importance of 
water condit ions to our f inancial performance. 

Schedule of System G rowth: 

The System Load Forecast which projects annual  
g rowth i n  f irm peak and energy consumption serves 
as the basis for project ing revenue from the Manitoba 
f irm l oad and determi ning when new generation and 
transmission is requ ired to meet th is  load. The average 
annual rate of g rowth in firm energy usage for the next 
10 years is 2.8 percent ,  based on this forecast. M r. 
Beatty pointed out earlier that we have a current 
updated forecast which is somewhat lower. The forecast 
average for peak demand growth is 3 percent.  In 1 987-
88 a f irm energy growth rate of 5.7 percent was 
projected , reflect ing a recovery from the abnormally 
temperate winter of 1 986-87. Peak demand growth for 
the year was forecast to be 4.9 percent. I n  fact , i n  
1 987-88 a 4.9 percent i ncrease i n  f irm energy demand 
occurred whi le demand grew 1 1 .5  percent to a new al l  
t ime peak of 3 ,356 mW. 

M ajor Capital Addit ions: 

Based on the System Load Forecast and firm sale 
commitments, requ irement for addit ional generation 
after Limestone is scheduled for 1 999. This forecast 
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is  based on the assumption that the next source of 
generation wi l l  be Conawapa. Under some scenarios, 
development of the Wuskwatim site is the preferred 
choice. These options are u n der review so that the 
most cost effective alternative wi l l  be selected.  

In addit ion to new generat ion,  other major capital 
projects are required to keep pace with the growing 
demand.  

I nterest and escalation rates: 

Another  a s s u m p t i o n  i n  t h e  p reparat i o n  of t h e  
integrated financial forecast is t h e  projection o f  i nterest 
and escalation rates. The assumption used for future 
interest i n  escalat ion rates is 10 percent for interest 
and 5 percent for escalat ion.  Interest rates affect their 
operating cost and,  more significantly, the cost of 
constructing new faci l it ies. Projected interest rates are 
applied to new borrowing requ i rements, capitalizat ion 
of interests on construct ion projects,  and for project ing 
i nterest earned on new sinking fund investments. 

The c o n d i t i o n  of  the expor t  m a rket is a lso  of 
significance since interrupt ib le sales rates are market 
d riven. In some years, Manitoba Hydro's export sales 
revenue can be expected to  represent up to 25 percent 
of total revenue. 

Capital  Forecast: 

Manitoba Hydro is forecasting increasing capital 
expend i t u res d u ri n g  t h e  next  10 years .  To m ake 
appropriate comparisons of these expenditures with 
h i stor ical  cap i ta l  spend i n g, i t  i s  necessary to  use 
constant do llars to remove the effects of inf lat ion.  lt  
should be noted that in  constant do l lars the maximum 
spending occurr ing i n  1 997-98 is  approximately equal  
to expenditures related to the construct ion of the Long 
S p ruce  Generat i n g  Stat i o n ,  the L ake Wi n n i peg 
Regulation structure includ ing Jenpeg, and the Churchil l  
River Diversion that occurred i n  the mid and late 
Seventies. 

The expend itures relat ing to  Limestone construction 
peak i n  1 988-89 wi l l  remain substantial unt i l  1 99 1 -92 
at which t ime Conawapa construction is  projected to 
begin .  The peak occurring in  the later years reflects 
the cost of construction of Conawapa and Bipole I l l  
transmission .  

Graph of  Revenues: 

Projected revenue by a m ajor power g roup depicts: 

(a) The growth of 2.8 percent in domestic growth 
from general consumers at approved rates. 

(b)  The large increase in extraprovincial revenue 
i n  1993-94 reflects the NSP sale and the 
a d d i t i o n a l  generat i n g  capac i ty  with t h e  
addition o f  Limestone coming into service 
or totally being a new service. 

In 1 990-9 1 extraprovincial sales represent 12 percent 
of total revenue whereas in  1 993-94 they make up 24 
percent of total revenue. 

Operating expenses: 

An overview of operating expenses indicates: 

(a) I nterest expense increases in 1 99 1 -92, 1 992-
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93,  and the higher levels thereafter reflect 
t h e  a d d it i o n  of  t h e  carry i n g  costs o f  
L imestone. 

(b) Depreciation expense increases for the same 
reason .  

( c )  Wages a n d  Salaries/Other Operat ing reflect 
d iv i s i o n a l  s u b m i s s i o n s  a n d  corporate 
escalat ion appl ied to future years. 

(c) Water rentals increase once the Limestone 
comes into service. 

(d) Fuel and power purchased decreases after 
Limestone is in service and then gradual ly 
i ncreases after 1 993-94, as the Manitoba 
load i ncreases. 

P roject i o n  of  n et revenue u nd e r  vary i n g  g e n era l  
consumer rate increases: 

Under normal water condit ions and assuming annual 
future rate increases equal to i nflat ion,  net revenue can 
be expected to  grow at a slow rate, reaching the $50 
m i l l ion range for the '90-9 1 fiscal year. The decline in 
net revenue after this is  related to the additional cost 
that must be absorbed when Limestone Generating 
Station comes into  service. Current projections indicate 
that with rate increases closely al igned with inflation , 
the addit ional cost can be absorbed without depleting 
reserves. This represents no change to the information 
provided to th is committee i n  '87. 

Net revenue after '92-93, reflects the i mpact of the 
500 megawatt sale to NSP and no new major capital 
addit ions being placed i n  service. 

* ( 1 1 00) 

lt  is  evident that rate increases are 2 percent or  3 
percent less than the projected rate of inflat ion,  are 
un l ikely to be adequate to increase our reserve levels 
or observe the cost of new capital faci l it ies when they 
are placed in service. Actual rate increases wi l l  be 
approved by the board , annually based on prevai l ing 
f inancial condit ions. 

Total Reserves/Target Reserves: 

The total projected reserves and target reserves: 
Min imum reserve levels are calculated as the reserve 
level necessary to withstand two consecutive years of 
drought condit ions, each equivalent to the worst year 
on record . This produces approximately the same 
financial result as a repetit ion of the 1 937-4 1 drought. 
This calculation compares net i nterchange revenues 
under a medium versus low flow condit ions after taking 
into account f irm load and available generating capacity. 
The min imum reserve target wi l l  vary from year to year 
reflecting the opportun ity cost of foregone export sales 
and/or i ncreased thermal and import costs to meet 
the firm load . 

With the assumption of 5 percent annual general 
consumer rate increases after '88-89 , the min imum 
target reserve level shown as boxes on the bottom of  
the g raph is attained i n  the '9 1 -92 fiscal year. The three 
l ines shown on the graph are based on varying rate 
increases and provide a comparison reserve levels to 
the min imum target level .  

Operat ing and Financial Statistics: 
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I would l ike to summarize the results of the integrated 
financial forecast or financial forecast for you. I should 
c a u t i o n  that the forecast is based o n  var ious  
assum ptions made i n  the fall of 1 987 ,  most notable of 
which is the return to medium flows starting in 1 988-
89.  This ,  of course, has not occurred . 

Total  revenue, inc luding 5 percent rate increases or 
rate increases equal to the p rojected rate of inflat ion,  
beyond 1 988-89 grows substantial ly from $570 mi l l ion 
to  $ 1 .09 1 b ill ion by '94-95, more than double. Net 
revenue in  '94-95 reflects the 500-megawatt NSP sale 
and the absorption of L imestone costs into the rate 
base. Extraprovincial sales remain relatively constant 
unt i l  Limestone is  completed . With the commencement 
of the NSP sale i n  '93-94, a s ignificant increase in total 
revenue can be seen.  

Capital  expen d i t u res remain re lat ively constant  
throughout the period at $300 m i l l ion to $450 mi l l ion ,  
unt i l  the later years of the forecast. Total assets show 
a s i g n i f icant  i n c rease m os t l y  att r i b u t a b l e  to 
expenditures for the completion of Limestone. Total 
reserves grow slowly until l ater years. The corporation 
will continue to be at risk for several years unti l reserves 
i mprove substantially. 

O perating and Financial Statist ics: 

The slow g rowth in Reserves is  also portrayed in the 
improvement i n  the debt/equity ratio. The percentage 
of interest and operat ing expense to revenue decl ines 
over  t h e  p e r i o d  to '94 - 9 5 .  H owever, t h e  i n t e rest  
percentage g rows i n  the i ntervening years unt i l  the rate 
base absorbs the additional interest expense associated 
with Limestone Generat ing Stat ion completion. 

A steady g rowth i n  the number of customers served 
is expected . 

The energy generated reflects the drought conditions 
currently being experienced with a substantial drop in 
generation amounting to approximately 20 percent of 
the '86-87 generat ion.  

I mpact of Current Drought Condit ions: 

To conclude,  I would l ike to d iscuss the financial 
i mpact  of  a c o n t i n u at i o n  of  the c u r rent  d ro u g h t  
cond i t ions  o n  M an i t o b a  H y d r o .  T h e  t ransparency 
indicates the financial forecast approved by the board 
of Manitoba Hydro in  the fal l of 1 987,  as well as a 
worst-case d ro u g h t  s c e n a r i o  p repared ear ly  i n  
September. We are currently in  the process o f  revising 
the financial forecast for approval by the board in  
N ovember or December of th is year. 

Because of the lack of precipitation over the past 
year, hydraul ic  generation is d own by 30 percent from 
that forecasted last November. Consequently, export 
revenue is down sharply and fuel and power purchases 
are expected to exceed the forecast by over six t imes 
the amount original ly forecast. l t  is  i mportant to note 
that the November forecast was already based on below 
average reservoi r  levels result ing from low water flows 
in '87-88-that is, the calendar 1 987.  The fu l l  i mpact 
of the d rought when measured against a year of normal 
f lows would be even g reater than that shown against 
l ast fall's forecast. 
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The cost of cont i n u i n g  d ro u g h t  c o n d i t i o n s  to 
Manitoba Hydro is estimated to be close to $ 1 00 mil l ion 
i f  t hese d ry c o n d i t i o n s  pers ist u n t i l  f reeze u p .  
Fortunate ly, i m p rovements  i n  t h e  C a n a d i a n/ U . S .  
exchange rate and favourable interest rates over that 
forecasted are expected to reduce finance charges by 
about $20 mi l l ion this year. 

The benefit of the hot d ry summer is the i ncrease 
in electrical consumption in the province which wi l l  
improve revenues. In  addit ion, revenue from Winnipeg 
Hydro through the cost-sharing agreement will improve 
substantial ly as Winnipeg Hydro wi l l  pay its share of 
the increased energy costs. 

Overal l ,  current estimates ind icate an operat ing loss 
of up to $45 mi l l ion under this worst-case scenario, 
instead of the $ 1 6  mil l ion net revenue forecast l ast fal l .  
A loss of this magnitude wi l l  reduce reserves to about 
$75 mi l l ion,  approximating their lowest level in over 10 
years. 

The effects of the current drought clearly demonstrate 
the need for adequate financial reserves and the degree 
to which a d rought can deplete them. 

Thank you, M r. Chairman. 

Mr. Chairman: I would appreciate some guidance from 
the committee. Wil l  we consider the report page by 
page or otherwise? We have two reports to consider. 
The 36th Annual Report for the year ended M arch 3 1 ,  
1 987 -agai n ,  are we going through the report in  its 
entirety? 

Mr. Doer: M r. Chairman, if I might respond in general 
to the general statements made today before the 
committee, I believe we can go through the reports. lt  
is  not requ ired to pass them today. The committee is 
al lowed to pass them as we proceed . Indeed , there 
have been precedents in the past where committee 
reports have not been passed, but I would  not expect 
that would be the case. But I th ink there has been some 
general pol icy issues raised by the Chair of M EA. There 
are s o m e  genera l  p o l icy  issues ra ised by t h e  
management o f  Hydro in  dealing with t h e  future o f  this 
corporation.  I th ink it  is  appropriate that we have the 
opportunity: a) to respond ,  and b) to ask q uestions 
on those papers that have been presented to us and 
the verbal reports that have been presented here this 
morn ing.  

Mr. Chairman: I n  terms of organization then, we do 
have two reports. If we can address the 36th report 
for the year ended March 3 1 ,  1 987. 

Mr. Storie: Perhaps I could be of some help here. lt  
is  not customary to go through these page by page. 
Usually when the committee has completed its review, 
both of the pol icy issues and the detail to the extent 
that there are questions on the detai l ,  at the end of 
the committee we say, report is passed. That is normally 
the procedu re, not a page by page. lt a l lows for a 
greater degree of flexib i l ity in answering q uestions and 
asking questions. The work of the committee takes a 
certain amount of t ime, regardless of how we proceed . 
There are q uestions that need to be asked and there 
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are Members who want to ask questions. I suggest we 
just proceed and let the committee q uestions u nfold 
as t hey wi l l .  

* ( 1 1 10) 

Mr.  Orchard: M r. Chairman, possibly Mem bers of the 
committee might have questions on the 36th Annual 
Report, and it  would be appropriate to address those 
q uestions in order, and then deal with the 37th Annual 
Report thereafter. 

Mr. Chairman: Is it  the wi l l  of the committee then to 
address this 36th Annual Report and then the 37th 
Annual Report? 

Mr. Doer: Many of the issues raised th is  morning deal 
with not only the contents of the report but i n  terms 
of the long-term future of the Hydro Corporation and 
its effect on M anitobans. The pol icy change to move 
from the Conawapa project on more of the front burner 
to the side burner, at least the policy decision to proceed 
with thermal plants, the policy decisions to look at 
Wuskwatim,  those issues have been presented to this 
committee and I th ink should be dealt with by this 
c o m mittee .  They do not f i t  i n t o  the p i g e o n h o l es 
necessarily of committee reports. 

l t  has been the tradit ion of committees reviewing 
Crown corporations that the last m atter of business is 
to pass the reports, but to deal with the major pol icy 
issues, the major operational issues, the major issues 
of detail rather than proceed in th is  tradit ional way of 
dealing with Est imates. lt has been the p ractice, I th ink,  
through many administrat ions that we deal  with the 
very many policy issues that face us as M anitobans 
and that we d o  not go through a l i near exercise that 
d oes not deal with the future which is,  i n  essence, one 
of the major responsib i l it ies we, as legislators, have in 
this committee. 

Mr. Herold Driedger (Niakwa): Not having any record 
to defend here, I th ink perhaps comments with respect 
to these reports might be in order. My aim, of course, 
is  to find out more about the operations of Hydro, its 
policies for the future, some of its alternat ives as to 
how it wishes to address the needs of Manitobans. I 
would be interested in taking a look at both reports, 
yes, but not necessarily on a l ine-by-l ine basis. I would 
l i ke to be a little bit more free-ranging in my questions. 

Mr. Chairman: I f  i t  is  the wi l l  pf the committee, we 
wi l l  proceed then. 

Mr. Doer: I would l i ke to make a few comments before 
asking some q uestion$, M r. Chairman. 

Given the major pol icy issues that are arising from 
the report we received this morning, I was somewhat 
surprised the M inister d id  not make a statement to this 
committee. I know that when deal ing just with the 
operations of Hydro, it is not traditional that the Minister 
make a statement, but when we look at some of the 
very m aj o r  p o l i cy i ssues  t h at are confro n t i n g  
Manitobans, certainly it  is  t h e  M i nister w h o  represents 
M anitobans around the Cabinet table and certainly 
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many of the issues we wi l l  be raising th is  morning. We 
wil l  want to know the Min ister's  opin ions on them, 
because ,  as I say, he is our a n d  M a n i t o b a n s '  
representative a t  t h e  Cabinet table a n d  indeed before 
this committee today. 

I th ink we all  agree that M an itoba Hydro is one of 
our greatest resources. lt has excellent staff working 
throughout this province on behalf  of Manitobans. lt 
has been one of the advantages as a Crown corporation 
to al l  our cit izens. Alberta may have its oil and gas 
a n d  O n t a r i o  m ay h ave t h e  advantage of  var ious  
Government decisions continuously, and  Quebec, but 
M anitoba has its hydro resource and it is  a very, very 
i mportant one as we look at the future of our province. 

We are certainly pleased that Limestone continues 
to come in  under budget -another $ 1 00 mi l l ion red uced 
in terms of its actual costs confirmed this morning.  I 
missed in the financial presentation the revenue to cost 
benefit of the Limestone project by the Hydro officials. 
I am sure that we wi l l  get that as we move along. The 
coal prices have changed but we sti l l  have model led 
it  out to about a 2: 1 ratio of revenue to cost,  but we 
look forward t o  H y d r o  m a n ag e m en t ' s  c o n t i n u e d  
assessment on that. 

We believe that Hydro should be developed prudently, 
in consultation with Manitobans, but we also believe 
that it requ ires strong leadersh ip  to have as its fu l l  
benefits to al l  Manitobans i n  terms of its development. 

We read the free trade portion provided by the CEO. 
I th ink one of the g reatest condemnations that we have 
heard official ly from the Government 's  position so far 
is th is trade agreement is  ambiguous. Surely to God, 
a m b i g u i ty  in the area of  hydro d evel o p m e n t , 
notwithstanding the words that were placed in that 
opinion presented to us this morning -we knew the 
words would not contradict the Premier (Mr. Fi lmon)­
but certainly the ambigu ity leads us to st i l l  be very 
concerned about the Free Trade Agreement. I believe 
that the ambiguity in the agreement, plus its rel iance 
on any d ispute settlement mechanism in the future, is 
not very much comfort for Manitobans dealing with this 
agreement. 

The assumption made by the corporation, I would 
l ike to see legal opinions on the assumption made by 
the corporation that th is entity, this Crown corporation 
that reports to a Min ister of Government and Cabinet 
of Government, will be treated as a commercial exporter 
and not indeed as a p u blicly run Crown corporation 
with authority flowing to the Cabinet for sales, etc. I 
would l ike to see that legal opinion,  Mr. Chairman. 

We wil l  not spend al l  our t ime on the Free Trade 
A g ree m e n t .  We o b v i o u s ly h ave a f u n d a m e n t a l  
d isagreement with t h e  Government on t h e  Free Trade 
Agreement and we wi l l  be pursuing it i n  this committee, 
but there are lots of other areas in  the Annual Report 
we want to review. 

Certain ly, we know that the proportional clause, as 
stated in the free trade assessment, any contract is  
superseded by indeed the Free Trade Agreement and 
the Free Trade Agreement even supersedes, under  B i l l  
C- 1 30 ,  Acts of Parliament .  So the strength of  contracts 
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versus the Free Trade Agreement is another area that 
we think is very, very important.  The fact that we cannot 
h ave incentive rates to industrial customers in Manitoba 
is  again something we have been consistently saying 
u nder this Free Trade Agreement. 

We are very, very concerned , Mr. Chairman , that the 
Conawapa development is  on a much slower track than 
it  was previously. The negotiat ing sales agreements are 
on  a much slower track than they were previously. 

We are very concerned that Wuskwatim has been 
put much h igher up on the priority l ist for Manitoba 
Hydro. We have heard rumours to that effect that 
Wuskwatim is  being presented to the Manitoba Cabinet. 
There are major environmental problems with the 
flooding of the Burntwood River, Mr. Chairman. I cannot 
believe that on the one hand we would have the 
tremendous development potential on the Nelson River, 
free of the type of environmental problems that we 
wou l d  h ave w i t h  t h e  Wuskwat i m  d evel o p m e n t  
p roceeding .  

I would a lso raise serious questions again  on the 
acceleration of the thermal plants. Again this is a rumour 
we have been hearing ,  that the thermal plants are now 
being reviewed for purposes of upgrad ing ,  and the 
capacity of those thermal plants as opposed to hydro­
electric. lt i s  rather ironic that we talk about the effects 
of  the g reenhouse on the one hand in terms of th is  
province, and on the other hand we are clearly moving 
with an option and an alternative that wil l  in  fact increase 
by all studies the vulnerabil ity our p lanet has to the 
g reenhouse effect. We are very interested to hear the 
Government's reason for putt ing these proposals much 
h igher than hydro-electric proposals in  the development 
of our hydro-electric resource. 

We are very concerned on the very slow track that 
the G overnment  is p roceed i n g  wi th  the  a l u m i n u m  
smelter. I know that this ties i n  with t h e  CEO's report 
on producing higher capacity of energy and we look 
forward t o  ask i n g  q uest i o n s  o n  t h ose very, very 
i mportant issues. We are pleased the Government is  
going to proceed to the PUB for  rate i ncreases. lt  may 
be even ironic that the Limestone development may 
be fortuitous if we have future droughts i n  th is  province 
in terms of increased provision of hydro-electric power. 
I would l ike to certain ly look at that in the future as 
well ,  but we look forward to raising a number of 
q uestions. 

I would l i ke to start , M r. Chairman, with a quest ion 
to the Min ister. The ro le of the Chairperson of the Energy 
Authority is  as I understand it a part-time job.  Is  that 
correct? 

Mr. Neufeld: The role of the Chairman of the Manitoba 
Hydro-Electric Board i s  present ly a part-t ime job but 
he wi l l  devote the t ime to it that is  requ i red . 

Mr. Doer: Would the numbers of hours or d ays of the 
week averaged over the last f ive months be about two­
and-a-half d ays per week as the Chair of the M EA? 

Mr.  Neufeld: I have no  statistics on the number of  
hours that the Chairman has worked . I would  g uess 
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that it is more than two-and-a-half d ays a week. I f  you 
take the number of hours in a week and d ivide that 
by seven hours, it would be more than two-and-a-half 
days a week. lt would be more l ike six days a week . 

Mr. Doer: Does the Chair of the Manitoba Energy 
Authority ever meet d i rectly with the Premier (Mr. 
Fi lmon) without the Minister (Mr. Neufeld)  present?  

Mr. Neufeld: I f  he met w i th  the  Premier without the 
Min ister present the Min ister would not know, would 
he? I do not know. Not to my knowledge. 

* ( 1 1 20) 

Mr. Doer: The Chair of M EA is, as I say, a part-time 
job.  Is  there any measures i n  p lace consistent with 
other civi l  servants deal ing with the other areas of 
responsibi l ity that the ind ividual has on a private basis 
in terms of d isclosure? 

Mr. Neufeld: I am not quite sure I u nderstand the 
quest ion,  M r. Chairman. Is  Mr. Doer asking whether or 
not h is responsib i l ities are the same as anot her civi l  
servant? 

Mr. Doer: My question deals with the pol icy issue of 
having a part-t ime person who is also in a commercial 
job as the other part of their private l i fe, which I respect. 
Is there a system in place to ensure that - and I am 
not talk ing about the ind ividual ,  I am talk ing  about the 
system -the same system as there would be with a 
Deputy Min ister or other members of the p ubl ic  service 
where a full disclosure of a commercial activity is a 
respons i b i l i ty, p u b l i c  d isclosure of respon s i b i l it ies 
deal ing with the two jobs? 

Mr. Neufeld: The Chairman has not been asked to 
d isclose his personal i nvolvements i n  other businesses, 
no.  The Chairman gives the t ime and the effort to the 
M anitoba Hydro-Electric Board and to the M anitoba 
Hydro that he deems necessary and that has not been 
i n  confl ict with what the Government expects. 

Mr. Doer: Just i n  terms of a policy decision ,  again not 
deal ing with the ind ividual ,  does the Min ister n ot th ink 
it  would be i n  the Chair's best interest to have a system 
i n  place so that pol icy issue is ful ly developed so that 
there is no perceived problem in the future deal ing with 
two private responsib i l it ies and publ ic responsibi l it ies 
with the h igh ly f inancial nature of the corporat ion ,  just 
the system, not deal ing with the ind iv idual? 

Mr. Neufeld: That is something that I am quite p repared 
to take u nder advisement. I will d iscuss that with the 
Chairman to see whether or not we can come up with 
a pol icy that would be acceptable to the G overnment. 

Mr. Doer: Does the Min ister have any cost-benefit 
studies given the strong comments of Manitoba Hydro? 
There is the environmental aspects and there is the 
cost-benefit aspects of the thermal production and the 
strong desire of the G overnment to put that much 
further on the front burner in  terms of its supply of 
electric capacity to Manitoba. Does he have a cost-
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benefit study that he has taken to Cabinet on this 
proposal? Can he table that with us in  this committee 
this morning? 

Mr. Neuteld: The generation from thermal p lants is  
not expected t o  take t h e  p lace of hyd ro-electr ic  
generation. lt  is  expected to supplement. lt  has  been 
supplementing over the years and it will continue to 
supplement. The q uestion before Government in a 
board is simply wil l  it be more cost-effective to u pgrade 
the thermal  p lants  as o p p osed to the extre m e l y  
expensive c o s t  o f  a new g e n e r a t i o n  stat i o n  l i k e  
Conawapa. 

Mr. Doer: Does the Min ister have that cost-benefit 
study and does he n ot th ink that in  terms of the pol icy 
issue of the greenhouse effect that he is potential ly 
talking out of both sides of our policy mouths, one on 
the greenhouse effect and its potential positive or  
negative impact on Manitoba? General ly, I th ink we can 
all conclude that it  will have net negative effect on 
Manitobans and indeed the world .  And on the other 
hand moving t h i s  deve lopment  further  a long and 
i ncreasing it as  a supplement rather than replacing i t  
with hydro-electric power, does he not  th ink that he is 
totally inconsistent with these two pol icy issues? 

Mr. Neuteld: The greenhouse effect is  being studied.  
As far as the cost of new generation is concerned , I 
do not th ink we are being inconsistent. In order to bring 
Conawapa, if you want to use Conawapa as an example 
on to l ine, it  wil l  requ ire a large number of dol lars to 
be spent .  The  e lectr ic i ty p r o d u ce d  w i l l  not  b e  
immediately sold. We have an extremely costly cost to 
Manitoba users or to the G overnment of Manitoba. So 
we have to consider whether or not thermal generation 
is  less costly than bui ld ing a new plant. 

Mr. Doer: Has the M i nister and the Cabinet considered 
the increased emissions,  the S02 emiss ions from 
thermal plants and its effect on our environment? Can 
he table that in this committee? 

Mr. Neuteld: That is a study that Manitoba Hydro is 
undertaking.  When that is completed,  i t  shall be tabled . 

M r. D oer: H a s  the  M i n i ster  taken t h e  o p t i o n  o f  
upgrading thermal plants to Cabinet without t h e  study 
being completed? 

Mr. Neufeld: The option has not been taken to Cabinet .  
lt  is  a consideration; it is  an alternative. Right now we 
are d iscuss ing  o n l y  the  a l ternat i ves .  We are not  
d iscussing any major commitments. 

Mr. Herold Driedger: I wou ld  l ike to change the thrust 
of these q uestions just sl ightly. I ,  again ,  do  not have 
any part icu lar record to defend here.  I am m o re 
interested in f inding out th ings about hydro. 

Specifical ly, what I would  l ike to do is, we have just 
found out that Conawapa is predicted to be on l ine i n  
'99, or to be needed b y  ' 9 9 .  When exactly is the 
domestic need for Limestone going to come on stream? 

Mr. Beatty: First power in  1 990. That is when it is  
required -first power in 1 990. We are bringing two units 
on in  1 990. That is when it is requ i red. 
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Mr. Herold Driedger: I f  the requ irement i s  i n  1 990, 
the load g rowth requ i rements that had been projected 
in  the past I believe, the f irst requ i rement for domestic 
need was not going to be unti l 1 995 because the g rowth 
was not as fast as they had been anticipated . 

Mr. Beatty: I am not sure that I understand the question. 

Our load growth forecast has not changed a great 
deal. lt is very much the same as it was the year before. 
We see it as requ i ring additional generation whether 
that be the large plant, Conawapa, or a small plant 
and the lead i n g  contender for  the sma l l  p lant  is 
Wuskwat im.  Those two plants have close economics 
in 1 990. lt would take a substantial jump in our load 
forecast or an appearance of a very large new customer 
to accelerate that at the moment. I ind icated earlier, 
I th ink in my presentation, that something as large as, 
say, an aluminum smelter would  have the effect of 
moving up .  That aluminum smelter could  take 300 to 
400 megawatts ,  would  have the effect of moving that 
requ i rement up to '97.  There is a question now, of 
course, we have some concerns about whether we could 
actually d eliver Conawapa i n  '97. 

Mr. Herold Driedger: So what you are saying is that 
basically the requ i rements for more plants, future on­
l ine plants is essentially large energy users. Like, for 
instance, you are talking about the advanced -if  you 
get an a luminum smelter coming in  then you are going 
to have to advance a plant because you are not going 
to be able to del iver that-

Mr. Beatty: An aluminum smelter decision would do 
two things. lt would advance our requ irement for new 
generation to '97 and it would d ictate the large plant, 
as opposed to Wuskwatim.  l t  would d ictate Conawapa. 

* ( 1 1 30) 

Mr. Herold Driedger: So what you are actual ly saying 
then is that you can del iver if i t  was not for the fact 
that i f  you were to br ing an aluminum smelter in or 
you were to be able to get one in here with a large 
energy u ser, then the domest ic  req u i rements ,  t h e  
domestic load g rowth would requ i re Conawapa to be 
brought on. But actually you cannot deliver the requ i red 
power or energy that would be needed then through 
Limestone alone? The thing is what we have seen here 
in the past is Limestone is actual ly advanced for export 
sa les .  lt was not rea l ly  advanced for needs  for  
Mani tobans .  N ow we are t a l k i n g  about  a l u m i n u m  
smelters again which might advance Conawapa. I a m  
just trying t o  f ind out where exactly t h e  plann ing of 
Hydro is. We do not know the total costs that wi l l  have 
to be borne by the M anitoba ratepayer with respect 
to taking some of these investment risks, as it  were. 

We have seen also in  the Annual Reports of the past 
number of years, even though you did have some fairly 
significant d roughts in  the past, that d rought was not 
considered to be a problem with respect to the need 
to maintain f inancial reserves. In the last two Annual 
Reports, or actually the last three, i f  I reme mber 
correctly, I th ink the'85 drought was mentioned for the 
first time as being a sign ificant factor in  req u i ring 
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f inancial reserves to withstand two years of significant 
drought. 

l t  seems to me that the reason for the f inancial 
reserves are taken as ind icated i n  the reports, which 
is to help the corporation withstand the problem of not 
being able to generate sufficient electricity, of having 
to either purchase or buy more expensive alternatives. 
lt  seems to me that i n  the late Seventies when the 
reserves were maintained strictly as a straight flat rate, 
flat percentage, which either were met or not, depending 
upon the actual status, and that k ind of phi losophy­
reserve base was actually zero. You would bui ld them 
u p  and you would use them, actually the average 
condit ion would be zero. 

Now we are looking at d riving reserves up to half a 
b i l l ion,  I believe, according to the graph we saw there, 
about '94-95, where you want half-a-bi l l ion reserve 
base. Now, d oes that reserve now ind icate that i t  is 
going to be used to support rate fluctuations caused , 
or to even out rate fluctuation rather than withstand 
drought, or is that reserve to be ut i l ized for either 
bringing another plant on stream sooner? Is  i t  to be 
ut i l ized as part of your capitalizat ion? 

Mr. Beatty: The purpose of reserves, I th ink,  has always 
been to cope with risks facing corporations. The first, 
and the most noticeable, the most important of which 
facing a hydraul ic ut i l ity is drought. But ,  clearly, when 
you add a plant you have to absorb costs and there 
is no question about that. 

In  the case of Limestone, our expectation has been 
to provide sufficiently for drought would also create a 
reserve level that sufficiently dealt with the absorption 
of Limestone. As we go into a new additional generation, 
we wi l l  have to provide for that .  What we are giving 
you in t h i s - wh at M r. B r e n n a n  covered in h i s  
presentation was really the integrated financial forecast 
for the next 10 years, which is the key strategic planning 
document i n  Manitoba Hydro.  He is giving you the 
elements of that, and that forecast contains, or that 
strategic document, makes a number of assum ptions, 
rate increases at or about the rate of i nf lat ion,  and a 
number of other assumptions about our costs and 
revenues. 

That produces excess revenue and a reserve that as 
it  extend s  out i n c reases cons iderab ly, but  actu a l  
reserves w i l l  be determined by rate increases which 
are approved by the board and subsequently approved 
by the Government on a year-to-year basis. So what 
we are doing here is g iv ing you a forecast based on 
certain fixed assumptions. lt is not l ikely that the reserve 
level would be al lowed to g row beyon d  the assessment, 
the est imated real istic cost of the risks. I do not th ink 
the board would approve rate increases beyon d  that, 
but there are a number of risks and they occur in  
comb ination and we cannot be sure when they wi l l  
occur. 

Mr. Herald Driedger: To understand the reserves and 
to  u n d erstand t h i s ,  the P u b l i c  U t i l i t i es Board  
recommended a reserve level of approximately $200 
mil l ion in  the last round of rate increases, and according 
to the financial analysis that you have referenced r ight 
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n ow, you say that probably that target number of half­
a-bi l l ion or $500 mi l l ion wi l l  probably not be approved 
with in  the rate structure. 

Something else that was referenced by the Chairman 
earlier in  h is f irst remarks, that the long-term plans I 
believe of Hydro itself, besides proposed rate increases, 
wi l l  be submitted to the Publ ic Uti l i t ies Board . Is this 
going to actually also be retroactive to looking at the 
costs of  L i mestone as they were p resented to 
Manitobans, so that we can actually determine the 
prec ise role that L i m estone p layed in act u a l l y  
determin ing Hydro strategy o r  Hydro long-term plans, 
not the other way around .  You notice I put that that 
way. 

Mr. Beatty: The role of the Publ ic Uti l it ies Board is a 
prerogative of the Government. The present system of 
appearing before the Uti l ities Board has to do with 
appeal and that is the present system unti l  it is changed . 
But we are, speaking for Hyd ro management, we are 
prepared to- I do not th ink any meani ngful d iscussion 
of rates can occur at an issue-venti lat ion exercise such 
as the Publ ic Uti l ities Board without looking at our 
capital program. That can be past, present or future. 
I think the preoccupation of people will be with the 
future, but we are prepared to d iscuss the capital 
program at any point in  time, past, present or future. 
I am not sure that I am answering the nub of you r  
q uest ion.  

Mr. Ransom: Just to clarify that ,  M r. Chairman, it is  
the recommendation that we have put forward to the 
Government that this be done. We say, as M anitoba 
Hydro, we stand ready and wil l ing to go before the 
Publ ic Util ities Board and talk about the long-term plans 
and the rate i ncreases that flow therefrom.  lt  wi l l  be 
up  to the Government to decide whether they wil l  accept 
that recommendation and,  if they do,  precisely how it 
wi l l  be implemented before the Pub l ic Uti l it ies Board . 

Mr. Herold Driedger: I would  l i ke to take a look at 
some of the details with in  some of the Annual Reports. 
I am sure that there is  a rational explanation for what 
appears to me-and,  as an unschooled accou ntant, I 
do not have the accounting degrees for these apparent 
d iscrepancies in reports '86 ,  '87 ,  '88 ,  although there 
is no evidence of it in  the '87-88 l ine, and that is in 
the Operating and Admin istrative Cost l ine.  

I n  the 1 986 Annual Report ,  which I know is not part 
of this but because it  causes me to question the 
numbers in '87-88, the amount i nd icated for Operat ing 
and Admin istrative expenses was $ 1 7  m i l l ion less than 
it  was restated in  the 1 987 report when the l ine was 
backdated . I not iced that when I went back and d id  
a l ittle bit more looking and I found that you actually 
had about 10 years where that number has changed . 
it has been rewritten i nto the Annual Report and I was 
wondering why that is. I wil l  not speculate as to a reason, 
but there has to be a rational reason. 

* ( 1 1 40) 

Mr. Brennan: I bel ieve that was the year we took water 
rentals out of operat ing admin .  and made it a separate 
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item. I bel ieve the amount is  $ 1 7.85 mi l l ion.  If  that is 
the amount, that is what happened. 

Mr. Herold Driedger: So it is just the inclusion of the 
water rentals, and you then actually pushed that number 
and went al l  the way back to 1 979 then? 

Mr. Brennan: Yes. Water rentals were a sign ificant 
enough item at that point that we made it separate 
item. I believe that is the answer but we wi l l  check . 

Mr. Herold Driedger: Could  you confirm that for us 
p lease. 

Mr. Brennan: Yes,  of course. 

Mr. Herold Driedger: Someth ing  else I would j ust l i ke 
to take a look at, i n  go ing t h rough th is  exercise to get 
ready for this committee, I d i d  some comparison with 
other ut i l i t ies. 

Could you tell me i f  in your employee count that you 
have every year, do  you factor in  the n u m ber of 
employees who are actual ly i nvolved , say, in the capital  
p r ojects o r  i s  t h at j u st a base l i n e  e m p l oyee 
requirement? 

Mr. Brennan: l t  i s  the peak n u m ber of employees that 
are p a i d  by M a n it o b a  H y d r o .  Any c o n t ract o r s '  
employees or anybody on contract to other people with 
a contract back to Manitoba Hydro are not included.  

Mr. Herold Driedger: So the people working not d irectly 
for Hydro on L imestone would not be inc luded in the-

Mr. Brennan: Not in  the n u mbers of employees. 

Mr. Herold Driedger: Then could I have a breakdown 
as to, just for my own in format ion,  where most of your 
employees are used then? I k now that ,  in one of your 
A n n u a l  Reports  we t a l k e d  a b o u t  a m a n a g e m e n t  
restructure a n d  tried to make t h e  corporat ion more 
efficient. Where are most of the employees needed ? 
If I compare Manitoba Hydro which is a pub l ic  ut i l ity 
to the only uti l ity in Canada that equates to i t  that is 
i n  the private sector which is  Transalta, your total  asset 
base-mind you ,  the asset base is someth ing  else that 
I wish to ask q uestions on ,  as to how you determine 
your asset base because it has a great deal to d o  with 
the function of depreciat ion .  

But the employees- now I was not able to d o  a 
historical count for Transalta, but last year they had 
an employee count of 2,500. You have an employee 
count of about 4,100, 4,200. That is  s ign if icantly h igher 
for ut i l ities that are essent ial ly at the same level i n  
assets. I u nderstand also that they are largely a thermal 
operation and you are largely a hydrau l ic  operat ion .  I 
wou ld  l ike to k now where the employees are mostly 
uti l ized? 

Mr. Brennan: We can provide a breakdown of that at 
any particular point in t ime. I presume you are looking 
at r ight now. Is  that what you are looking for? 

Mr. Herold Driedger: Just a general th ing for the past 
couple of years. What I am looking at is we have a 
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here a corporat ion,  I mean it is  t h e  largest, it is the 
generat ing corporat ion.  lt is the generating util ity in  
this province that is vitally i mportant to us. I know that 
we have talked about efficiency i n  the operation and 
some of the costs that are factored into the Annual 
Report. I would just l ike to see actual ly where we could 
attr ibute them back to. 

Mr. Beatty: I could not at this moment provide a 

breakdown of comparisons with Transalta. I can tel l  
you that the C EA regu larly keeps productivity d ata 
provided by the ut i l i t ies themselves. We watch th is  very 
c losely. I can tel l  you that across the country, from the 
standpoint  of energy del ivered per average fu l l-t ime 
emp loyee, we show extremely wel l .  Now I can get those 
n u m bers for you but perhaps Bob has some numbers 
here. I cou ld get t hose for the committee. Without 
making an absolute comparison to Transalta and the 
d i fferences i n  the operations, which I must consider, 
I can say that we show extremely wel l  against hydraulic 
ut i l i t ies. 

Mr. Brennan: Out of the 4,300 employees we have as 
of the  end of August,  2 ,800 are involved in  energy 
supply, in customer service and market ing .  

Mr. Herold Driedger: The other  1 ,500 would  be then 
do ing what? 

Mr. Brennan: I can g ive a breakdown of the major 
components. I n  the total Finance area, there is  576; 
and E n g i neerin g  and Construct ion , 731 ; Corporate 
Relat ions,  which is 142 ; and the rest are i n  var ious 
other sundry smal l  groups. 

Mr. Herold Driedger: Since you have that material 
probably read ily avai lable,  i f  you coul d  just p rovide me 
with a h istory of about 10 to 12 years, I woul d  l ike that. 

Mr. Brennan: We wil l  provide that. 

Mr. Storie: First, I would l ike to thank the staff of 
Hydro for the excel lent work that they have done i n  
t h e  past a n d  I am sure w i l l  cont inue t o  d o .  I would l ike 
to specif ical ly thank M r. Beatty for debunking th is 
morn i n g  the L iberal myth with respect to Limestone. 
l t  is rather unfortunate that the L iberal Energy cr it ic 
( M r. H e r o l d  Dr iedger )  comes here t o  learn about  
Manitoba Hydro wh i le  mak ing  statements dur ing  the  
election that subsequently were total ly  erroneous and 
have been shown to be so  th is morn ing .  

I h ave a couple of short quest ions to the Chairman 
and the President,  the f irst one was with respect to  
the d omestic requ i rements, the d omestic load g rowth .  
I heard , and I hope correctly from the  President,  that 
the d omestic requ i rements for Manitoba are such that 
the production at Limestone wi l l  be requ ired in early 
1990. I s  that correct? 

Mr. Beatty: Yes. 

Mr. Storie: M r. Chairperson,  I have a coup le  of very 
short q uestions. I would  l ike to ask the President of 
Manitoba Hydro whether, in  his view, the N orthern 
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States Power contract was a good deal for Manitoba 
Hydro. 

Mr. Beatty: Yes. 

Mr. Storie: I would like to ask the President of Manitoba 
Hydro whether, in his view, the NSP contract was good 
for Manitoba. 

Mr. Beatty: Well, we certainly, from the point of view 
of management of Manitoba Hydro, regard the NSP 
contract as a solid sale and good for our ratepayers 
over the long run. Someone had asked earlier, I think, 
about the cost-benefit ratio. I think the last time in 
committee we were using, I think the number was 2.32. 
I believe it is now 2.22: 1 at the present moment. 

Mr. Storie: So if I can perhaps paraphrase what Mr. 
Beatty has said and perhaps what Mr. Ransom would 
confirm and the Minister of Energy and Mines, and 
Minister responsible for Hydro (Mr. Neufeld) would 
confirm was in fact that the Limestone project was a 
good project for Manitoba, a good project for Manitoba 
ratepayers, contrary to all of the blarney that we have 
heard with respect to that project. We have learned 
today that the costs with respect to the construction 
have been almost cut in half. 

I have a couple of other questions with respect to 
negotiated sales over the last few years. Could the 
President of Manitoba Hydro perhaps confirm that the 
firm summer sale of 200 megawatts to Northern States 
Power was also a good deal for Manitoba? 

Mr. Beatty: Yes. We certainly think so, yes. 

Mr. Storie: Mr. Chairperson, perhaps the-

Mr. Chairman: Excuse me. Mr. Storie. 

Mr. Storie: Sorry, Mr. Chairperson. In my enthusiasm 
to get to the truth-perhaps the President of Manitoba 
Hydro can confirm that the 200-megawatt firm power 
sale to Ontario was also a good deal for Manitoba 
Hydro and Manitobans. 

Mr. Beatty: Yes, Mr. Chairman. 

* (1150) 

Mr. Storie: Mr. Chairperson, perhaps the President of 
Manitoba Hydro could confi rm that the SO-megawatt 
sale to Minnesota Power and Light Company was also 
a good deal for Manitoba. 

Mr. Beatty: Yes, Mr. Chairman. 

Mr. Storie: Perhaps the Minister responsible for 
Manitoba Hydro (Mr. Neufeld) can now tell us whether, 
in view of the fact that all of these negotiated power 
sales were good for Manitoba, can the Minister confirm 
that his policy and the policy that was enunciated by 
the Chairman of Manitoba Hydro to look towards more 
domestic use and to not concern themselves to the 
same extent with export sales is wrong-headed and 
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not in the best interests of Manitobans or Manitoba 
Hydro ratepayers? Could he perhaps confirm that this 
morning? 

Mr. Neufeld: Firstly, I would like to put on record that 
the reduction in the estimated cost of Limestone, as 
Mr. Storie has suggested, was in any way good planning 
on his part. The reduction of costs in Limestone was 
a factor of the formula that is used in order to estimate 
the cost of future projects. The principle reason, the 
main reason for the reduction in the estimate was the 
reduction in the inflation rate and, secondly, the 
reduction in the interest rates. If Mr. Storie wishes to 
take credit for that, then so be it -(Interjection)- It is 
not 1.1 billion under, that is all inflation and interest, 
Mr. Doer. 

Secondly, if you take the construction of Limestone 
and the sale of power in isolation, that is one thing. 
But if you consider that the sales that have been 
negotiated may mean that Conawapa has to be 
advanced, then it is not a good deal for Manitobans. 
I say that because the cost of Conawapa generation 
is going to be substantially higher. Indeed it is going 
to be probably twice the cost of Limestone. If indeed 
the sale of power to Northern States Power results in 
the advancement of Conawapa to 1999, then the 
Manitoba ratepayers will pay more. 

Mr. Storie: Mr. Chairperson, I am not sure that I agree 
with much of what the Minister said . I would ask him 
to clarify whether his comments-he has just 
enunciated the point of view that somehow Conawapa 
would not be required for domestic use in any event. 
What is the date that it would be required for domestic 
use? Is that not 1999? 

Mr. Neufeld: Without the sale of power to Northern 
States Power and other sales, Conawapa would not 
be needed until probably-and I will let Mr. Beatty 
answer that, but I would guess somewhere around 2010. 

Mr. Beatty: Yes, the requirement, the '99 in-service 
date requirement for new generation factors in domestic 
load and our current commitments, there is no doubt 
about that. I cannot give you the date at the moment, 
perhaps Bob can or Ralph , which if you X'd any of 
these extra commitments, sales commitments, would 
result in the change of the in-service date. Can you 
comment on it, Bob? 

Mr. Brennan: Clearly, it would be a significant period 
of time. 

Mr. Storie: I guess the point I am trying to make is 
that given that there is a 2: 1 benefit-cost ratio, given 
that Manitoba Hydro expects and Manitoba expects 
to earn significant profit from that sale, given that there 
is potential for other similarly structured negotiated 
sales, why is the Minister setting this particular option 
for Manitoba Hydro onto the back burner, given that 
it is profitable, is beneficial to Manitoba ratepayers and 
to Manitobans and to Manitoba Hydro? 

Mr. Neufeld: I do not think that you can take sales 
that have been made in isolation . There is a far greater 
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impact later on, as we use d omestically the power that 
is left avai lable for us. If that means we have to advance 
the next generation at a cost far in excess of what 
Limestone wil l  be and far i n  excess of what the average 
rate of generation today is, then it may not be such a 
good deal . 

Mr. Storie: I am a little confused , because the Chairman 
of Manitoba Hydro said a few minutes ago in his opening 
address that nothing had changed when it  came to 
negotiat ing sales for Manitoba Hydro.  Certain ly, the 
attitude of the Minister is a complete contrad iction to 
that statement. The Min ister, M r. Chairperson ,  seems 
to be saying that there are all k inds of reasons why 
we should not be doing that, despite the fact . 

We learned earlier today, the Minister is reported as 
saying that the upper M ississippi power negotiations 
are off. Through neglect or whatever, those negotiations 
have come to an end, and he woul d  leave on the publ ic 
record t he o p i n i o n  that t h ere were n o  ser i o u s  
negotiations. Those negotiations have been bungled . 
The fact is that the cost benefit- and I bel ieve the 
Min ister acknowledged this publicly once-would have 
been simi lar to the NSP sale which helped us to in it iate 
Limestone. I s  that the case? H ave we bungled it 
already? 

Mr. Neufeld: That is absolute nonsense, and I do not 
think I am going to even d ign ify that with a reply. 

Mr. Brian Ransom (Chairman of the Manitoba Hydro­
Electric Board): M r. Chairman, perhaps I could clear 
up one situation here, wel l  two or three points perhaps. 
I would want it to be understood what the facts are. 
M r. Storie has asked M r. Beatty to confirm that certain 
sales were good sales and they were profitable sales. 
M r. Beatty has answered that in  a forthright manner, 
but I would  not want h is  answer to be taken as being 
support ive of the position that there was somehow a 
$ 1 .7-bi l l ion profit associated with the Northern States 
Power sale. That simply is not the case. 

Secondly, if Mr. Storie and Members of the committee 
would  l ike to have a report from those people involved 
in  the export power negotiations, we would be quite 
prepared to provide that. 

Mr. Storie: I do not know that we need to get into a 
debate about how much the profit is going to be from 
the Limestone sale. I do recal l  that the National Energy 
Board , an independent body, suggested at the t ime 
that agreement was submitted to them that the profit 
would be $ 1 . 7  bi l l ion.  I do know that th ings have 
changed, but I believe I heard the President of Manitoba 
Hydro suggest that, although the benefit-cost rat io has 
been reduced from 2.3 to 2 .2 ,  the fact of the matter 
is it is sti l l  tremendously beneficial to M anitoba Hydro, 
$2 for every dol lar that we spend .  

My question, however, i s ,  g iven t h e  att itude o f  the 
Min ister and the seeming support in  publ ic statements 
from the Chairman of Manitoba Hydro, my question is 
t o  the M i n ister, can we not expect o n  beha l f  of 
Manitobans that our wealth and the potential for wealth 
that exists in our hydro resources will be tapped? Are 
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we going to leave the export of our resources to oil 
and gas in Alberta? Are we not going to proceed as 
responsible managers of that resource to export it? 
Are we going to let sales l ike the upper M ississippi  one 
fall through?  Are we going to let them fall through, the 
deal that was possib le certainly with Ontario Hydro? 
What is the potential? Are we simply turning our back 
on those potential sales for i deological reasons? 

Mr. Neufeld: I t h i n k  we h ave t o  remember  that  
incremental costs of new generation is go ing  to be 
su bstant ia l ly  more than the i ncremental  costs the 
construction of L imestone created . I f  we are go ing to 
se l l  power out o f  the new generat i o n  w h i c h  is 
Conawapa- let us take Conawapa as an example­
we wil l  not sel l  that power for less than the incremental 
costs. lt is  my view personally that we will not get those 
increased costs at th is t ime. You wil l  have to wait unt i l  
other factors come into play, and that those costs are 
recoverable from export sales. That is our personal 
view. 

* ( 1 200) 

Mr. Ransom: M r. Chairman, I just woul d  l ike to expla in  
to the Committee f rom the perspective of the Board 
of M an itoba Hydro whose responsibi l ity it  is to make 
pol icy decisions and to recommend to the Government 
certain d irections that Hydro might take, in  carrying 
out those responsib i l it ies, we th ink that it  is  incumbent 
upon us to look at al l  of the alternat ives that are 
avai lable. 

When the management of Manitoba Hydro comes 
to me as Chairman and says there is a possi bi l i ty that 
the l ife of the thermal plants at Brandon and Selkirk 
might be extended and, therefore, might provide a 
cheaper source of power, I bel ieve it is incumbent upon 
me, as Chairman,  and on the board to examine that 
possib i l ity. We are not talk ing about bui ld ing new 
thermal plants. We are talking about extending the l ife 
of exist ing thermal plants. I am not going to turn my 
back on that k ind of recommendation unt i l  I h ave al l  
the facts, and then we wi l l  make a recommendation 
to the Government.  

With respect to export power sales, the same people 
are negot i at ing  export  power sales now as were 
negotiat ing export power sales six months ago, with 
one exception .  There has been no change in the 
d i rectives g iven to the people negotiat ing those sales. 

In the matter of the Upper Mississippi Power G roup, 
that group of power users ind icated to us in  J uly, I 
bel ieve, that they were no longer interested in pursuing 
that possibi l ity of purchase. I f  the Members of the 
committee would care to hear the detai ls concerning 
those negotiations, we are qu ite prepared to have the 
staff who are actual ly involved in  those negotiations 
answer the q uestions here. 

When we are talking about profit with respect to the 
Northern States Power sale, M r. Chairman, I wou ld 
s imply l ike to point out to the committee that under 
The Energy Foundation Act, it cal led upon for a sharing 
of revenues over and above the costs, between the 
Manitoba Energy Foundat ion and Manitoba Hydro. The 
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negot iat ing position put forward by M anitoba Hydro 
two years ago was to share net revenues, shareable 
revenues of $845 mi l l ion,  as opposed to the $ 1 .7 b i l l ion 
t h at was in i t ia l l y  put  forward as being the p rof i t  
associated with this sale.  We s imply want it understood 
that when the Chairman acknowledges, as he shou ld ,  
without constraint that  he regards those sales as  being 
beneficial to M anitoba Hydro, neither he nor the Board 
of  M an i t o b a  Hydro are e n d ors i n g  the m is lead i n g  
statements that were made a t  t h e  t ime in  presenting 
that as being a $ 1 . 7  bi l l ion profit .  

Mr. Storie: M r. Chairperson ,  I th ink the ind ignation of 
the Chairman of M anitoba Hydro should perhaps be 
d i rected at the National Energy Board who I bel ieve 
used that figure. N onetheless, he has confirmed that 
there is  significant profit to be had for Manitoba. I guess 
when you understand that, even using your f igures, 
which I cannot dispute at this point but certainly have 
been d isputed in the past, the fact is that for the size. 
the scope of that sale where five-twelfths of a generat ing 
station for 12 years when its l ife span is 1 00 years, to 
suggest that $865 mi l l ion ,  let alone $ 1 .7 bi l l ion can be 
recovered for the province in  terms of revenue, is a 
phenomenal achievement. 

My question to the M inister is, has the Min ister met 
with anybody from Northern States Power to encourage 
them to continue negotiations? Did the Minister instruct 
the Chairman of M EA to meet? I heard Mr. Ransom 
suggest that he had sent h is  negotiat ing team, clearly 
who went without any motivation to proceed, g iven the 
att i tude of both the Chairman and the Min ister. Did the 
M i nister or the Chairman of M anitoba Hydro, the 
Chairman of M EA attend these negotiations? Was there 
real ly a wil l ingness or have we gone through the motions 
s ince April 26th? 

Mr. Ransom: I have offered to have the people who 
are negotiat ing answer whether they feel that they have 
been constrained in any way in the negotiations that 
they were carrying out.  We are prepared to do that. 

The q uest ion,  at least, that the Honourable Member 
was raising concerning whether or not we were turning 
our backs on a capital development plant such as 
Conawapa, I s imply want it  to be clearly understood 
that what the board is doing and what management 
are doing is looking at what the best alternatives wi l l  
be to provide the power that is required for Manitobans 
at the lowest possible cost . The cost that is going to 
be associated with the Conawapa station and the 
attendant B ipole I l l  l ine is c lose to $5 bi l l ion.  I bel ieve, 
as Chairman of the Board , and I th ink management a l l  
agree as well ,  that i t  woul d  be foolhardy of us to proceed 
to commit  to that type of expenditure unt i l  we are 
absolutely certain that it  is in the best i nterests of 
Manitobans. 

Mr. Herold Driedger: Yes, probably just fol lowing a 
l ittle bit along that.  I am j ust going back to your remarks 
ear l ie r, M r. R an s o m ,  when  you were g o i ng t o  
reco m m e n d  t h e  r e p e a l  o f  The  M an i t o b a  E n e r g y  
Foundation Act so that a l l  revenues that would b e  
accru i n g  f r o m  e x p o rt sa les  w o u l d  come back  to  
M anitoba Hydro? Is  that  correct? 
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Mr. Ransom: That is correct . 

Mr. Herold Driedger: Further along the same l ine.  You 
were also going to recommend to the Government then 
also that all future long-term plans, all future everything, 
was to be again brought before the Publ ic Uti l it ies 
Board ? You were going to recommend that? You real ize 
that is not something that you can say will happen, but 
you have to recommend to the Government? That is 
correct? 

Mr. Ransom: Yes, I am going to recommend that; we 
are going to recommend that. One of the reasons for 
recommending that is so that there wi l l  be an objective 
non-partisan forum avai lable for the review of Hydro 's  
generation plans. There wi l l  be less opportunity for  the 
us ing of Manitoba Hydro for  the benefit of Government 
as opposed to the benefit of the users of Manitoba 
Hydro.  That, I bel ieve, we wi l l  have for the fi rst t ime 
by going to the Public Ut i l ities Board i n  that o bject ive 
form . The people of Manitoba and anyone who have 
an interest in how the ut i l ity is managed wi l l  be able 
to g o  there and operate in  that objective forum.  We 
th ink that wi l l  be beneficial .  

Mr. Herold Driedger: When w i ll t hose 
recommendations be made? 

Mr. Ransom: I have already made my recommendation, 
M r. Driedger. 

Mr; Herold Driedger: With respect to the costing or 
the potential costing of Conawapa, which I th ink you 
mentioned $5 bi l l ion, what are your economic factors 
that you are uti l iz ing right now? What interest rates 
are you predicting? What rates of inflation are you 
predicting for that particular estimate? Is  that current 
or have you done some forward th ink ing along this 
l ine? 

Mr. Ransom: Mr. Chairman, I wi l l  ask staff to respond 
to those questions, p lease. 

Mr. Brennan: The forecast , and I should qual ify this 
by saying that we are in  the process of revising all our 
forecasts for the board . lt wi l l  go forward to the board 
probably in  November, but the exist ing forecast we 
have avai lable now has Conawapa with a '99 in-service 
d ate at a total cost of $3 . 1  b i l l ion , and the related 
transmission at $ 1 .68 b i l l ion , and that is using 1 0  
percent interest and 5 percent escalat ion.  

* ( 1 2 1 0) 

Mr. Herold Driedger: A few moments ago, I bel ieve 
it was M r. Ransom mentioned something with respect 
either to table a report regard ing the negotiations of 
the N orthern Power Sales. Was that what you were 
saying ,  or was it just simply could have the negotiating 
committee report to the committee based on questions? 

Mr. Ransom: My offer, M r. Chairman, in  view of the 
al legation that the sale had been bungled by the 
G overnment and by M anitoba Hydro was simply to 
have an objective report from staff who are actually 
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involved in the ongoing negotiations and they could 
inform the committee to the best of their abi l ity as to 
what happened with respect to those negotiations. 

Mr. Herold Driedger: Just a question, once more, with 
contracting. When you have your contracts let for, say 
Limestone, because Limestone came in so much under 
projected budget, the contracts, are those cost-plus 
contracts or are they lowest-tendered contracts? 

M r. Beatty: M r. Cha i rman ,  o u r  Vice- President  of 
Eng ineering and Construct ion ,  Don K i lgour, cou ld  
probably go into detail on the mix in  the alternat ive 
arrangements for the contracts. 

Mr. Don Kilgour (Vice-President Engineering and 
Construction): M ost of the contracts are put out on 
a competitive basis and it is either unit  price or lump 
sum. There are a few contracts that are put  out on the 
basis of cost p lus ,  and that is  normally only done when 
the level of detail is  such that it has to be prudent to 
have a cost plus rather than unit price; in  other words, 
you d o  not have sufficient information.  

M r. Herold Driedger: H ow m u c h  of  the act u a l  
construct ion of L imestone is  benefitt i n g  southern 
Manitoba? Could you do a percentage breakdown 
essentially as to what percentage of the construction 
that is  going up there is accruing to the south here? 

Mr. Kilgour: I th ink what we normally do, we keep 
track of Manitoba content as a whole. That record is 
kept by our purchasing people and, if  I remember the 
f igure correctly-and, Bob, you can correct me if you 
d isagree - t h e  f i gu res as  far as L i m estone are 
concerned are contracts on the job and al l  purchase 
orders of the percentage of Manitoba content in total 
is 74 percent of the total value of contracts awarded, 
plus an additional 14 percent associated with the G .E .  
Offset Benefit Agreement. 

Mr. Herold Driedger: With respect to Limestone as 
wel l ,  the Limestone Training Agreement, which uti l ized 
northern labour, I understand it is sti l l  being uti l ized 
and according to one - 1  th ink it was the Member for 
Churchi l l  (Mr. Cowan) who referenced that of these 
people  i nvolve d ,  about  30 percent  were n ow i n  
apprenticeship programs. I was just wondering what 
is  the rate of either employment right now, and this is 
not part-time employment but ful l-time employment in  
Limestone too which is benefitt ing people who l ive in 
the North as far as employee breakdown is concerned . 

Mr. Kilgour: I th ink it is fair to say that the majority 
of employment on the Limestone project is  considered 
temporary. I can give you the percentage f igures as of 
August. Every month it does change and if  you will just 
bear with me, I will get you some figures for the month 
of August. 

I can help you out by giving you the f igures for '87 .  
During the 1 2-month period ending November 30, 1 987, 
there was a total of 2,029 persons were hired by various 
contractors a n d  s u b cont ractors associ ated w i th  
Limestone. Of  that number, 472  or 23 percent were 
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northern Natives, a n d  an additional 1 1  percent were 
other northern residents. 

During the first seven months of 88,  the participation 
rate of northern Natives measured on a monthly basis 
has varied from 19 percent to 33 percent,  while that 
of northern residents has varied from 3 1  percent to 
58 percent. 

Mr. Herold Driedger: What type of work are these 
northern residents engaged in, like a N ative resident, 
is it a ski l led labour? We know that the Limestone 
Training Program is designed to upgrade ski l ls and to 
leave these ski l ls i n  the North or at least transportable 
with respect to the employee. What type of work are 
they actually involved in, l ike you are using this 23 
percent? 

Mr. Kilgour: They are actually i nvolved in  al l  areas of 
the work, but the largest percentage are in  the lesser 
ski l led trades. However, with the train ing programs and 
also the apprenticeship programs, that is the purpose 
of it is to get northern N atives and N ortherners more 
sk i l led in the more sophisticated trades. 

Hon. Clayton Manness (Minister of Finance): M r. 
Chairman, let me begin by congratulating the Chairman 
of the board with his commentary with respect to the 
renewed -( Interjection)- There are members of this 
committee who seem not to want to take seriously the 
events and the i mportant del iberations before us. 

I am impressed with the fact that there is a renewed , 
at least a stated , renewed mandate with respect to the 
slogan "serviced at the lowest cost to the user of 
M anitoba Hydro. " That means an awful lot to me and 
to my constituents at least, many who are captive to 
the only energy source that they have avai lable to them. 
So I understand perfectly well what is meant by that. 

Beyond that, Mr. Chairman, I understand when the 
Minister says that when people ask simple questions 
as to what is the benefit or whether or not it was a 
good move to do something,  in terms of some profits 
in  the terms of today's th inking,  putt ing that into 
perspective over the longer term as to what the capital 
requirement may be to support those profits, and 
ult imately the rates that are going to be needed to pay 
back that level of capital cost, all relates to rates and 
whether or not they will be at their lowest cost sometime 
in  the future. 

So,  M r. Chairman, the slogan, "serviced at the lowest 
cost" is very meaningful to me. To hear that is going 
to become again the watchword of Manitoba Hydro, 
and it is  not to say that it  has not been,  but indeed 
to hear it stated in that fashion is encouraging to me. 
I am also encouraged by the fact that the members 
of the Hydro Board are going to attempt to make more 
publ ic some of the factors that affect the decisions with 
respect to future capital expansion and therefore to 
future rates. 

With respect to this I, as is known by members of 
this committee, for many years have asked whether or 
not the latest projections with respect to profitabi l ity 
around the Northern States Power sale, whether or not 
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they were hold ing.  I th ink  that was a fair question always, 
because again it had impact on those rate users i f  it 
d i d  not stay in p l ace. I take seriously the offer made 
by the  Chai rman of the Board that th is informat ion  can 
be revis i ted , hopeful ly  it wi l l  be d u ring  ensu ing  sessions 
of th is committee, because I th ink i t  i s  i mportant that 
it again be revisited . I am g lad to hear that the capital 
cost associated with Limestone is  reduced agai n ,  $ 1 00 
mi l l ion is a s ign if icant amount  of money, whatever the 
factors m ay be, make good sense to me. 

* (1220) 

B u t ,  M r. C h a i r m a n ,  I t h i n k  i t  i s  i m p o rt a n t  t h at 
Mani toba Hydro, that the committee take advantage 
of the offer made by M r. Ransom with respect to 
al lowing  officials who have been engaged in  the potent ial 
agreement with the U pper M ississipp i  G roup  as to what 
b a s i c a l l y  h a s  h a p p e n e d . I h ave before me,  d ated 
February, 1 986, o n  the former Government's pol i t ical  
letterhead , a statement sayin g ,  and I q u ote: " Pawley 
announces $4.3 b i l l ion  in new Hydro exports ."  I t h i n k  
i t  i s  very i m portant that w e  g e t  a better u n derstan d i n g  
w h e t h e r  o r  n ot t hat  s tat e m e n t  was a g ro s s  
overstatement a t  t hat point  i n  t i m e .  I w o u l d  a s k  t h e  
M i nister to  provide,  and through h i m  t h e  Chairman o f  
the Board , to provide t hose i n d iv iduals  who have been 
involved in some period of time, in t ry ing  to  work 
towards an export sale with the Upper M ississippi  Group 
as to what specif ical ly h as happened . Was that an 
overstatem e n t  at  t h at p o i n t  in t i m e ,  g r oss  
overstatement? And what ,  specifical ly, has h appened 
over the last two years to cause the M i nister to yesterd ay 
make the statement t hat the attempts to reach an 
agreement were ceased some months ago? 

M r. Ransom: We are q uite prepared to have staff report 
on the negotiat ions. I t h i nk  the Honourable M i n i ster 
wou l d  not want staff to enter into value judgments with 
respect to  any statements written . I might personal ly  
do  that,  but  I d o  not th ink i t  i s  appropriate to ask staff 
to m ake t hat k ind  of eva luat ion .  But  certain ly  we can 
h ave a report on  what has h appened with respect to 
those negotiat ions.  We can h ave t h at r ight  now i f  you 
wish. 

M r. Manness: Then I woul d  ask that we br ing staff 
forward and ask them to report in a m ost o bjective 
fashion as to what has happened with the arrangements 
and the negotiat ions deal i n g  with the Upper M ississip p i  
Group.  

M r. Storie: I am not opposed to  h aving staff do  that ,  
however t here a r e  several other areas that w e  would 
l i ke  to touch on today. We are go ing to meet again 
and I woul d  certain ly propose- bu t  I have some other 
quest ions that I woul d  l ike to broaden the scope of 
th is .  

M r. Chairman: I s  i t  the wi l l  of the committee to hear  
f rom staff at th is  point  i n  t ime? 

Mr. Manness: I am not here wanting  to d isrupt the 
proceedings of the committee. But  yet I cann ot est imate 
how long i t  wou l d  take. I f  i t  took five m i nutes, I woul d  
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suggest we d o  i t  now. I f  i t  takes a n  hour  and-a-half 
then another d ay wi l l  do. 

M r. Taylor: On that very point, I was p leased that there 
i s  other in terest i n  the committee i n  hearing from staff 
on  th is  matter. I would  request ,  however, that a written 
report be prepared prior to the visiti n g  of staff t o  th is  
committee. I th ink  that would then offer Members a 
chance to get u p  to speed on the subject matter and 
probably be better p repared with q uest ions.  I woul d  
l i k e  to have both,  t h e  written report a n d  t o  have the 
change to q uestion staff d i rect ly. 

M r. Chairman: Is it the wi l l  of the committee to proceed 
in that manner? 

Mr. Taylor: My fi rst q uest ion is taken care of, which 
i s  th is  one issue, I wanted to see that report tabled . 

The th ing  that I wou l d  l i ke  to do as a Member of 
th is  committee is see in a c learly de l ineated fash ion in  
a single document, t hreshold years when major projects 
are requ i red for the product ion of  electrical power for 
d omestic  consumpt ion .  One th ing  I f ind confusing is 
to see varying reports in d i fferent d ocuments and i n  
d i fferent newspaper reports etc . ,  and i n  the media ,  
stat ing ,  wel l ,  i t  is th is  d ate and i t  i s  that date, and i t  
i s  th is  date and it  is  next date. As a lay person, I woul d  
appreciate seeing i n  some sort of capsu lated form, i f  
t h e  c o r p o r a t i o n  c o u l d  prepare s u c h  a d o c u m e n t ,  
whether w e  are talk ing what year for Conawapa, whether 
we are ta lk ing which year for add on of capacity 
potential ly and lengthen ing of l ife of the two thermal  
generat ing  stat ions.  I wonder i f  I cou l d  have a response 
back from you, M r. Ransom? 

Mr. Beatty: We were prepared w i th  a n u m ber of 
p resentat ions covering various subjects i n  case they 
were wanted by the committee. What the Member i s  
ask ing ,  real ly I th ink ,  i s  some o f  the detai l  on  load 
forecast and generation sequence development.  You 
are really looking for a synopsis of both the methodology 
and the facts of those very cr it ical  internal reports. I 
guess we would  be prepared to give that if you wished 
at any t ime that the committee chooses. 

M r. Ransom: The p resentat ion ,  I bel ieve, woul d  be 
perhaps of the same length as the financial presentation 
if  you are going to get into the load growth forecast. 
We are q u ite prepared to do that i f  the Members of 
the committee are i nterested.  

M r. Beatty: To do a real ly t horough job ,  th is  is  a b i t  
of a qua l i ficat ion .  But to d o  a real ly  thorough job i t  
would  requ i re some considerable period of t ime. I would 
th ink an hour  and a half  to two hours.  I f  Members are 
p repared to accept a h igh ly summarized form, I t h i nk  
we could  do it  i n  the t ime that the Chairman,  M r. 
Ransom , has suggested , in a half an hour  or so.  

M r. Taylor: I n  response to  that ,  M r. Chairman,  I wou ld  
be p repared as one  to accept that, however, the o bvious 
proviso being that there wou l d  be ample time to ask 
m ore detai led q uest ions thereafter. A l l  r ight,  maybe the  
staff or  M r. Ransom cou ld  br ing  back  a proposed d ate 
of that presentat ion to the committee? 
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Mr. Chairman: l t  is the wi l l  of the committee then that 
we have a half-hour report on this topic? 

Mr. Ransom: We could d o  it on Thursday, if that is 
the wil l  of the committee. 

Mr. Chairman: Agreed? (Agreed) 

Mr. Taylor: A q uestion to M r. Beatty. Wil l  cost-benefit 
analyses for all future projects of M anitoba Hydro 
i n c l u d e  socia l  a n d  env i ronmenta l  costs in t h e  
calculations, a s  opposed to just t h e  engineering and 
financial costs? 

Mr. Beatty: Our basic economic analysis is just that. 
lt i s  an economic analysis. lt  is a matter of judgment 
for the board and the Government to apply weights to 
social and environmental factors which are no doubt, 
in some c i rc u m stances ,  p ro m i n e n t .  But t h e  
management draws t h e  l ine pretty m u c h  sensitive t o  
t h e  needs,  of course, to consider social-economic 
factors, we d raw the l ine at the economic analysis. 
These other areas often require judgment. We bring 
as much information in  terms of hard data to the board 
as we can, but it is  a matter of judgment. 

Mr. Taylor: Could the same q uestion then be posed 
to M r. Ransom,  based on the phi losophical question? 
I want to know where he sees the corporation going 
on social and environmental impact. 

Mr. Ransom: I th ink it is fair to say that I regard those 
concerns very h ighly. If the Honourable Member looked 
back at some of the h istorical record in  the past, I 
th ink he wil l  f ind that I have a strong commitment to 
those considerations. I know a lot of the other board 
members do as wel l .  

20 

Mr. Taylor: M r. Chairman, wi l l  he then, as Chairman 
of the corporation, d irect that these two elements be 
factors in consideration when doing a cost-benefit 
analysis for future projects. 

Mr. Ransom: I am a little at a loss as to how to answer 
the q uestion.  I do not instruct professional staff as to 
how to carry out their professional work,  but we do 
expect Hydro staff to give consideration to those factors 
and to d raw them to the attention of the board in the 
best manner that they can. So I guess that is the answer 
that I can give you, M r. Taylor, is that we want to look 
at them, but it real ly is not my role to simply instruct 
how deta i led  s t u d i e s  s h o u l d  be carr ied o u t .  I f  
information comes to us at  the board and we do not 
th ink it is adequate for us to base our decisions on, 
then it wi l l  go back to management again.  

* ( 1 230) 

Mr. Chairman: The hour being 1 2 :30 p .m . ,  is  it the 
wil l  of the committee to rise? 

Mr. Taylor: I would like to call up one q uestion with 
M r. Ransom on this if we could ,  M r. Chairman . 

Mr. Chairman: I bel ieve it is the wil l  of the committee 
to rise. lt is the wil l  of the committee to rise. The 
Committee on Publ ic Uti l ities and Natural Resources 
wi l l  meet again Thursday, October 13 at 10 a .m.  to 
consider the Annual Report of the Manitoba Hydro­
Electric Board. Committee rise. 

COMMITTEE ROSE AT: 1 2 :30 p .m.  




