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Mr. Chairman: I cal l  the Committee of  Publ ic  Uti l ities 
and N atural Resources to order to consider the Annual 
Reports of the Manitoba H ydro-Electric Board.  

I bel ieve Mr. Beatty has some information that was 
req ueste d  at our last meeting.  

Mr. Garry Beatty (President and Chief Executive 
Office r) : Tha n k  you,  Mr. C h a ir m a n .  Bef ore t he 
committee resumes its review of the Annual Reports 
of M anitoba Hydro, I woul d  l ike to deal with a number 
of matters which arose from the d iscussions on Tuesday 
l ast. Those matters are, f irst, a couple of clar if ications 
of state me nts which I made d uring the d iscussion,  
answers to questions and so on; and, secondly, the 
tabl ing of further infor mation which was requested by 
M e m ber s of t h e  c o m m ittee; a n d  f i n a l ly, a s h ort  
presentation of  infor mation on the toad forecast and 
the determination of the timing and scale of new 
generation, which I th ink  had been agreed would be 
presente d .  So with the committee ' s  indulgence ,  I would 
l ike to deal with these matters at this time. 

21 

To beg in ,  I would l ike to clar ify a response which I 
gave during the committee proceedings on Tuesday. I 
ind icated that Limestone would  be coming on stream 
with first power in November of 1 990, and that is correct. 
But I now understand that the Mem ber 's q uestion was 
with regard to the requirement for additional generation 
for d omestic pur poses, exc lu d i n g  the f irm expor t  
commitments. 

At the time the NSP sale , the 500-megawatt sale, 
was concluded,  the corporation was projecting that 
f irst power from Limestone would be req uired for 
domestic toad in late 1 992. As a result of the NSP SOD­
megawatt sate, it was necessary to advance the in­
service d ate by one year. Further study showed some 
a d d it i o n a l  e c o n o m i c  be nef i t  t o  be o b t a i ne d  if 
construction was brought forward a further year. As a 
resu l t, t he c or porat i o n  restar te d constr u ct i o n  of 
L imestone on a schedule to achieve f irst power i n  
November of 1 990. There have been some shifts in the 
toad f orecast i n  t he i n terve n i n g  ye ar s ,  but  t he 
requ irement for Limestone to meet domestic toad, 
based on the 1 988 toad forecast, would  sti l l  be for f irst 
power in 1 992. 

A lso, I wish t o  m ake m ore c le ar some of t he 
state ments which I made yesterd ay on environme ntal 
studies to the committee. First of al l, in  my prepared 
statement, I ind icated that environmental stud ies have 
begun on the Conawapa Generating Station, Bipole 3 
transmission t i ne, a n d  the W uskwat im Generat i n g  
Station. Work on the e nvironmental impact assessments 
for the f irst two projects commenced this summer. For 
Wuskwatim, a study plan has bee n  prepared and is to  
be considered by the Board of Manitoba Hydro, as a 
matter of fact at its meeting later today. Subject to 
approval of the study p lan, environmental studies and 
publ ic consultation re lated to Wuskwatim wi l l  beg in .  
N o ne of  t hese stud ies shou ld  be  construed as a 
comm itme nt by t he cor p orat ion to any p art i c u l ar 
project. They are part of our planning.  

Secondly, I would  l ike to advise the committee that, 
as part of its study of the future of the Brandon and 
Selk irk Thermal Generating Stations, the corporation 
has engaged a special ist to investigate what addit ional 
e nvironmental measures might be required at the plants 
in  the future . l t  should be noted that the plants are 
currently operating within the standards set for them 
by the Clean Environment Commission.  

Finally, i n  responding to a question, I be l ieve, from 
the H o n o ur a b l e  Mr .  Taylor, concer n i n g  soc ia l  and  
e nvir o n m e n t a l  f actors i n  cos t - be nef i t  an a lys i s ,  I 
ind icated that the corporation confined itself , for the 
most part, to d irect economic and f inancial analyses 
of  projects. 

* ( 1 005) 
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The cor poration does conduct environmental impact 
assessments, as I ind icated yesterday and again a 
m inute ago. I n  addit ion , any costs to meet existing 
environme ntal standards are included in  the economic 
assessment of a project. S imi larly, any costs required 
to m itigate the i mpacts of a project on local residents 
would be considered in  the economic evaluation. I 
simply want to make it clear that Manitoba Hydro 
recognizes its responsib i l ity to the community and 
wishes to be and be seen to be a good corporate citizen. 

On behalf of our Chief Financial Off icer, Mr. Brennan,  
I believe i n  responding to a q uestion from Mr. Driedger, 
I would l ike to confirm what we ind icated last day, and 
that is that the change i n  the reported expense for 
O perating and Administrat ion,  resulted from a change 
in  accounting pol icy which removed water rental charges 
to a separate category. 

We had u ndertaken to provide to the committee a 
breakdown of the number of employees by category 
for the last 10 years. This material is available for 
d istr ibution. 

In  response to the committee's desire to get a clearer 
picture of the course of the U M PG negotiations, the 
U pper M ississippi  Power Group negotiations, we have 
prepared a br ief chronology which outl ines the major 
steps i n  that process. That chronology is also avai lable 
for d istr ibution to mem bers of the committee at this 
t ime. 

As we indicated Tuesday, we have with us the staff 
w h o  re prese n te d  M an i to b a  Hyd ro d u r i n g  t h e  
negotiations with the UMPG util it ies, and o f  course these 
men are available to answer any other q uestions which 
mem bers may have about the h istory or process of 
these neg ot iations. At the conclusion of Tuesday's 
session ,  I bel ieve it  was agreed that the corporat ion 
would br ing forward a presentat ion or explanation on 
the closely related subjects of the load forecast and 
the req u ired timing for addit ional generation to open 
the d iscussions today. 

We have this material ready, M r. Chairman. I would 
suggest that it  be presented at this t ime. I nfor mation 
about the load forecast-and we wil l  try to keep these 
prese ntations very short. As I understand ,  that is the 
committee's wish. I nfor mation about the load forecast 
w i l l  be prese nted by Ken A d a m s ,  o u r  C o r p o rate 
Planning Officer. H is  explanation wi l l  be followed by 
one on the t iming and scale of addit ional generation 
by M urray Fraser, our Senior Vice-President, Energy 
Supply. To assist Members in  following that latter 
explanation, copies of a generation seq uence graph 
are avai lable for d istr ibution. So we are prepared to 
go  ahead if you wish .  

Mr. Chairman: l t  was my understanding that w e  would 
proceed with that presentat ion.  Just before we do,  I 
think Mr. Ransom wants to introduce some of the board 
mem bers. Mr. Ransom. 

Mr. Brian Ransom (Chairman of the Manitoba Hydro­
Electric Board): I would just l ike to draw to the 
attention of the members of the committee and other 
M LAs who are here that we have some of our board 
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members with us this morning.  We have Ken Patino, 
Harold Per kins, Darlene H i ldebrand , Joh n  McCal lum 
and Wi l l iam Cheater are with us this morning.  

Mr. Chairman: We wi l l  proceed with the presentation 
then, start ing with Mr. Adams. 

* ( 1 0 1 0 )  

Mr. Ken Adams (Corporate Planning Officer): Good 
morning, M r. Chairman. Manitoba Hydro prepares a 
load forecast of electrical energy req uirements every 
year. We prepare it in the period March to June each 
year, and i ncorporate the actual consumption for the 
fiscal year ending in that M arch. 

Our current forecast is  known as the 1 988 Forecast , 
and was adopted by Manitoba Hydro on June 1 4  of 
this year. This forecast is then used to reassess the 
generation addit ions req u ired to meet the future load 
and is one of the bases for the integrated f inancial 
forecast which ,  as Mr. Brennan said on Tuesday, is 
prepared and presented to the board in  November each 
year. 

W hat I plan to do today is spend a very few minutes 
explain ing the procedure that we use to develop the 
load forecast, the major assum ptions that the forecast 
is based upon and then a very br ief sum mary of the 
results of the forecast. 

W ith respect to procedure, the first th ing that we do 
is that our customer base is d ivided into  about  1 50 
separate components based on geographic location 
and customer  c lass. The h istor i c  l o a d  growth 
char acter ist ics of each of these components  are 
examined to determine their relationship to a wide range 
of factors such as population ,  income, relative energy 
prices, appl iance saturations, weather, and so on and 
so on. 

Secondly, i nformation on mar ket trends and changes 
is col lected , and known customer intentions such as 
factory expans ions o r  c losures a n d  new h o u s i n g  
developments are tabulated. 

Third ly, assumptions are developed with respect to 
future economic growth ,  population growth, housing 
starts,  re lat ive pr ices for var ious  energy sources, 
inf lation, and simi lar factors which we have found to 
inf luence the load demand in the province. The n  we 
apply these assumptions to the h istoric relationsh ips 
a n d  d eve lop  pred ic t ions  for  f u t ur e l o a d s .  These 
calculations are extremely complex and are almost 
exclusively done by computerized econometric models. 

The final activity we do is for loads or potential loads 
which do not lend themselves to this sort of econometric 
m o d el l i n g ,  w h i ch wou l d  i n c l u d e  l a r g e  i n d u st r i a l  
customers such a s  l nco or Manfor or potential electro­
technology loads, and includes Winnipeg Hydro. These 
are forecast ind ividual ly. In these cases, d iscussions 
are held with the customers themselves where possible 
to try to determine their intentions. If that is not possible, 
then we w o u l d  d iscuss these events wi th peop le, 
knowledgable people, who might be in the Energy and 
Mines Department or in  the M an itoba Energy Authority. 
Based on al l  of the above, we develop the forecast. 
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The key assum ptions, which is one of the steps, is 
probably the m ost i mportant determinant in  coming 
u p  with  the load forecast, so I want to share with the 
committee the six major assumptions in the load 
forecast . 

Firstly, real economic g rowth in Manitoba wil l  average 
2.6 percent per year over the next 10 years. Secondly, 
oi l heating costs wi l l  remain  higher than electricity 
h eating costs. There wil l  continue to be conversions 
from oi l to electricity at a declining rate from what we 
have experienced over the last five years, because m ost 
of the oil heating households h ave already converted. 
The third assumption is that natural gas heating costs 
wil l  remain  lower than electricity heating costs over the 
forecast period, which means that  there wi l l  be very 
few conversions from natural g as to electricity. 

A related assu mption is that natural gas wi l l  not be 
avai lable i n  any sig ni ficant areas of the province where 
it is not avai lable today. The fourth assumption is that 
electricity price i ncreases wil l  remain  at or below the 
rate of infl ation. A fifth assumption is that many of the 
indust rial conservation practices which our customers 
employ wil l  tend to favour the use of electricity and 
the i nterfuel substitution will favour electro-technologies 
and electrical consumption. 

The final k ey assumption related to the demographic 
i n  the province is that net  housing additions will average 
about 5,000 per year over the next 10 years. 

* (10 1 5 )  

Based on these key assumptions, we then pre pare 
two forecasts, o ne for annual energy consumption and 
one for the annual peak load.  The forecast is  prepared 
over a 2 1-year period but, for comparative purposes 
a n d  i l l u strative p u r p o se s, t h e  o n e  t h at we m ost 
commonly refer to is the 1 0-year forecast . Our  curre nt 
1 0-year base forecast is for an average annual g rowth 
in both energy and in peak of 2.3 percent, and this is 
the figure that the people responsible for the generation 
p lanning use to bui ld  into their plans. 

The one i mportant qualification that I would add to 
that forecast is  that we prepare al l  of our forecasts on 
what we call a weather-normalized or weather-adjusted 
basis. That is, we assume that weather conditions i n  
t h e  future wil l  be average. We know that you very seldom 
get average weather conditions, and our experience is 
t hat both energy and peak requirements m ay vary by 
as much as p lus or minus 6 percent in  the event of 
abnormally warm or abnormally cold weather. 

Once the forecast is prepared, it is then used by 
everybody in the corporation to contribute to thei r  part 
of the work, including the I F F  and the generation 
sequence. Thank you. 

Mr. Murray Fraser (Senior Vice-President, Energy 
Supply): M r. Chairman, we would be at the disposition 
of the committee. I f  t hey wanted to  discuss q uestions 
now, we are prepared to do that, or we can continue, 
if you wish, with  the generation sequence? 

Mr. Chairman: Is i t  the wi l l  of the committee to 
complete the report or to have q uestions at this time? 
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Mr. Jerry Storie (Fiin Flon): P roviding our friend from 
Manitoba Hydro can remain with us, there may be some 
q uestions after the presentation of M r. Fraser. 

Mr. Chairman: Yes, I would presume that the members 
are here for the duration of the committee meeting. 
M r. Fraser. 

Mr. Fraser: I wou!d like at this time to hand out a chart 
which we have prepared in response to a q uestion that 
was raised at the last Session. The purpose of the chart 
is to disclose some of the methodology that is used 
in m o vi n g  from t h e  l oad forecasts for M anit o b a  
customers that Mr. Adams has described t o  determining 
the timing of when additional generation is required 
for our system. 

The lowest line on the graph that has been handed 
out is identified as the Manitoba load, and that is  a 
representation of the forecast that is developed, as M r. 
Adams has described. The horizontal axis here is simply 
time. You wi l l  notice that this has been extended to 25 
years. The last five years i s  a strai g h t  ari t h m etic 
progression that has been extended. There is nothing 
different between this and what M r. Adams referred 
to for 20 years. On the vertical axis is capacity or peak 
load. 

I n  addition to  the M anitoba load, we know that we 
must meet certain commitments which have been made 
and you will see that they have been added, a load to 
Northern States Power which starts i n  1 992, and then 
the re is additional load to Ontario that starts i n  1 998. 

That then gives us the heavy line that you see starting 
in the lower left and shows us the total load that we 
m ust be pre pared to meet. Our own capacity within  
M anitoba is represented by the white area under  the  
curve. You  will notice that is  identified as  M anitoba 
generation. 

* ( 1 020) 

I n  addition to our own capabi lity, we can call on 
adjacent utilities to provide capacity through negotiated 
contracts. Those have been added and they are shown 
in  the shaded areas. I f  you start at the lower left with 
the total load line and we then add the impact of the 
Northern States sale and we add the impact of the 
Ontari o  sale, taking into account the diversity that is 
avai lable through contracts, you wi l l  notice that the two 
lines cross at about 1 998 or  they are coincident at 
1 998. 

As we proceed then into the years '99 and on, the 
load line is above our capacity line. This is the basic 
methodology that is used that tel ls us that by the 1 999 
we m ust have some additional capacity from some 
source. There are obviously a number of options to 
meeting that. But I believe this was the question that 
was asked for a brief discussion of the methodology 
that a l lows us to arrive at the required date. That is  
what we have attempted to show. 

Mr. Chairman: Thank you , gentlemen. We wi l l  open 
it u p  for questions then. M r. Taylor. 

Mr. Harold Taylor (Wolseley): With the information we 
have had from the planning officer, I think it starts to  
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g ive us a bit  of an  understanding of the complexity of 
your forecasting exercise .  The graph starts to g ive an 
i n dicat ion to a lay person as to the peak demands. 
Can that then be translated into looking at l ines of 
i nformat ion that say line at year-we wi l l  just pick a 
year 1 999,  for example, there is a shortfall in capacity. 
The shortfall is  so much q uantif ied and therefore the 
sort of dam or the sort of thermal generat ing capacity 
that is the l ikely fit to that m issing block of power 
generation? Can you then g ive a relat ionship and,  say 
th is year, th is  is l ikely the solut ion,  th is much capacity 
and say therefore that is the threshold year that we 
are looking  at and then down the road five more years 
there is a s imi lar sort of th ing happening? Can we then 
see a trans lation i n  that sort of a fashion that says in 
a series of l ines out for 20, 25  years that th is would 
the best g uess you could possibly give? 

Mr. Beatty: Yes, at any point i n  t ime, g iven the current 
load forecast,  the then current forecast, we do have 
an est i m at e ,  a most pro b a b l e  a d d i ti o n a l  capacity 
required.  Recognizing load forecast is  prepared with 
a range, a range that the upper l imits of which and 
lower l imits have high probabi l ity. Recognizing that 
forecasts can change as we get addit ional information,  
as we draw closer, we are interested therefore to protect 
all our options. Whether that is a large plant or a small 
plant, that is  what we are doing at the moment. 

Mr. Taylor: Will  you be present ing later then in th is  
presentation or  in  subsequent ones, a sheet detai l ing 
those sorts of f i ts  that you expect or would feel most 
comfortable with in recommending to your board as 
the way Hydro would  want to go in the couple of 
decades? 

* ( 1025) 

Mr. Beatty: At the moment our base case, the option 
that is built into our integrated financial forecast is 
Conawapa for '99. Although under s l ightly d i fferent 
assumptions, i t  comes up Wuskwat im as the most 
economic p lant.  I am saying that the economics of t hose 
p l a n t s  at t h e  m o m e n t ,  g iven a va i l a b l e  c u rrent  
i nformation, are very close. If  we got  a significant change 
in the load forecast, for example, next spring ,  next 
June, it could conceivably make a d ifference. If  there 
were some major new uncertain load that is not factored 
i n  at t h e  m o m e n t ,  that  c o u l d  m ak e  a d i fference 
immediately. But I th ink-does that explanation suffice, 
or is there more specific information that would be 
wanted? 

Mr. Taylor: Yes ,  I wou l d ,  Mr. Beatty, l i k e  m ore 
information.  The solut ion we are looking at for the 
immediate capacity shortfal l  forecasted for the late 
1 990s is tend ing toward Conawapa from what you are 
saying .  You are saying though ,  in the back of your mind 
is  Wuskwati m .  I can remember getting a briefing from 
a very senior Government official about three, four years 
ago that also said the same th ing ,  and maybe had a 
sl ight push towards Wuskwat i m  at that t ime. What I 
would l ike to k now is,  in that there are very d i fferent 
generating capacities between the two stations-

Mr. Beatty: Absolutely. 
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Mr. Taylor: -which way, okay? 

Mr. Beatty: I can only say that g iven the assumptions 
at the moment, our est imates at the moment, the most 
real ist ic est imates we can prepare that the two are very 
close at this moment. We have to  make a selection for 
purposes of our integrated financial forecast which is 
a very i m portant  strateg ic  d ocument ,  and t h at i s  
Conawapa. B u t  a s  I say, a n d  I recognize I a m  repeating 
myself, a change in  some major element of  the load 
forecast affecting the forecast seriously to, for example, 
d rop it significantly could turn the most economic option 
to Wuskwat im.  But we are watching this very closely. 
We are protect ing against both options in what we do.  

Mr. Taylor: Mr. Chairperson,  g iven the very d ifferent 
g e n e r at i n g  p o t e n t i a l s  of  t h e  two stat i o n s - if  I 
understand what you are saying ,  Mr. Beatty-it sounds 
l i ke you are sort of on the point  of making a decision 
and hopping one way or the other. But it would appear, 
in a ll fairness, that maybe there is a l ittle bit of a 
q u a n d a ry, w h i c h  to g o  t o ,  t h e  l arger capac i ty  o f  
Conawapa or back off a n d  d rop d own to a smaller 
capacity stat ion l ike Wuskwat im.  I wonder what is the 
big thing that has the corporat ion in that quandary and 
is try ing to make that sort of decision. We know there 
are o bvious d i fferences between the two stations i n  
other ways. B u t  can you share with u s  a t  th is t ime what 
it  is  that has you at that point? If  not, will you be able 
to br ing it to th is committee in  this Session? 

Mr. Beatty: No, there i s  real ly no change I th ink in  the 
last period of t ime, number of years, in  the basic factors 
here. These two options have been very close for some 
time, and we have continued to protect them, depending 
on your view, your part icular assessment of particular 
assumptions, you can make a stronger case one way 
or the other. We have selected our base case as 
Conawapa. 

* ( 1030 )  

Mr. Taylor: J ust t o  fol low u p ,  in  looking at Wuskwatim 
and it be ing a close competitor, as  you say in  coming 
to a decision ,  was the add it ional potential generat ing 
capacity out of the two thermal stations coupled with 
Wuskwati m  or is that regarded as not part of adjoin ing 
and looking at total  capacity as an aside in  both cases? 

Mr. Beatty: The possib i l ity of extend ing the l i fe of the 
thermal plants, as we mentioned on Tuesday, is being 
invest igated and that, depending on changes i n  the 
load forecast that any changes that we might have in  
the load forecast , they combine with a confidence i n  
our ab i l ity a t  a reasonable cost to extend t h e  l ife of 
the thermal p lants could favour the smaller plant. 

Mr. Taylor: I n  looking at the Wuskwatim plant as an 
option in  part icular, was there or have there been yet­
and I know you are u ndertaking environmental work 
shortly on both plants-any warning signs to you to 
date as to the l ikely greater environmental sensitivity 
at the Wuskwat im plant? And has that been part of 
del iberations at the corporate level today? 

Mr. Beatty: I guess we wil l not real ly know unt i l  we 
have done t hese environmental studies, but perhaps 
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there are potential ly greater environmental concerns 
on the B urntwood than there was on the Wuskwati m  
plant. We w i l l  n o t  k now. We are talking about extremely 
large dol lars here in terms of the outcomes we choose 
and we have to be very confident before we el iminate 
any option .  M anagement is not about to change its 
view on that unti l  we have more informat ion.  

Mr. Tayior: I wi l l  ask q uestion on the forecasting. One 
of the factors that is i n  your roughly 1 50 components, 
it is  very large i n  i n dustries and Winnipeg Hydro. In 
dealing with the forecasts, is there any looking at pul l ing 
of addit ional power out of any of the city's fac i l ities 
and in  particular relat ing to what i nvolvement there 
might have been in the looking at having a new thermal 
generat ing station in  the city itself. 

Mr. Beatty: S hortly put, no. But I would ask M urray 
Fraser to comment on that q uest ion.  

Mr. Fraser: The degree to which we depend on their  
p lants to provide energy i nto the i ntegrated Manitoba 
system is agreed d u ring the planning process. 

Mr. Taylor: If I could follow up ,  M r. Chairperson ,  to 
M r. Fraser. The point then I am looking for is is there 
additional capacity available out of t hose older City of 
Winn ipeg plants that would  be of benefit to Manitoba 
Hydro and are you working along those l ines and,  
second,  part  8 would be is ,  h as there been any work 
with Manitoba Hydro vis-a-vis a new thermal generating 
station i n  Winnipeg itself? 

Mr. Fraser: We have d iscussed with them the possibi l ity 
of redevelopment of the Winn ipeg River plants, our 
own as wel l  as the Winn ipeg plants.  We have not 
d iscussed an addit ional thermal plant i n  the city to 
d ate. What we h ave been talking about u p  unti l  this 
point is only the maintenance of the exist ing thermal 
capacity that we have on the system. l t  is not expanding.  

Mr. Storie: M r. C hairperson ,  a couple of q uestions to 
M r. Adams to begin with.  I bel ieve h e  said that the load 
g rowth forecast for the next 10 years is est imated to 
be somewhere in  the neighbourhood of 2.3 percent. 
That is the current esti mate. I guess the q uestion is 
what d omestic factors-and I am not talking about 
large scale projects-could be imp lemented? What 
th ings could happen in the next s ix months, 1 2  months 
that would make a significant change to that load g rowth 
factor? lt seems to me that we had estimated load 
growth at somewhere in  the range of 2.6 percent.  l t  is 
now at 2 .3 percent.  What smaller factors could account 
for that change and is i t  l ikely or possible that load 
g rowth could change domestically in a reasonably short 
period of t ime? 

Mr. Adams: l t  i s  not l i kely that there wil l  be d ramatic 
changes i n  the load g rowth i n  short periods of time. 
The sort of thing that can is, we find there is  a fairly 
h igh  degree o! pr ice elasticity i n  that if the price goes 
up ,  the consumption goes down. One of the problems 
that we d o  have is i n  deal ing  with percentages, i n  that 
the percentage is often sensitive to where you are 
start ing from. So if you are coming off a cold year, the 
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percentage is d own; if you are coming off a warm year, 
the percentage is up.  We do try to account for that by 
weather normalizing all the figures. Our experience over 
the last eight or n ine years is that the long-range 
forecast does not change very much, although various 
components of it do. That is one of the reasons we 
look at i t  each year. 

Mr. Storie: M r. Chairman, I gather you would agree 
!hat the forecasts of five years ago have not changed 
too d ramatically, that i n  fact the 1 0-year forecast from 
1 984 or 1 985 has not changed too dramatically to the 
present day? 

Mr. Adams: The forecast we m a d e  i n  1 984 for  
consumption i n  the  period 1 997-98 is almost identical 
to the forecast that we are making today. 

Mr. Storie: Moving on then , so we have a forecast of 
2 .3 percent growth.  There is the possib i l ity that wi l l  
fluctuate. Perhaps we wi l l  h ave an exceptionally cold 
winter th is year which would  affect on an average, only 
min imal ly, but would affect the load growth i n  a positive 
way in that it would i ncrease. M r. Fraser and M r. Beatty 
referenced the fact that the projections d i d  not include 
any significant additional power user, some heavy power 
user, whether it be in an energy intensive industry or 
an additional sale. I am wondering what magnitude of 
sale or energy intensive use would be requ i red to move 
up the construction date, the current construction d ate 
of the Conawapa Generating Station? What is the 
magnitude that sparks that change? 

* ( 1 040) 

Mr. Adams: I would l ike to clarify one point. I ncluded 
in  the forecast there is an al lowance for some additional 
major industrial capacity. In effect, we are assuming 
that major industrial customers over the next  1 0  years 
wil l  i ncrease their consumption by the same amount 
as they have increased it  over the last 10 years. We 
do not include anyth ing of the size of an aluminum 
smelter. As to the magnitude of the load that might 
accelerate the date for the next generat ion,  I th ink that 
is best handled by Mr. Fraser. 

Mr. Fraser: One way we could look at that is if we 
could see what the load g rowth anticipated per year 
would be. I th ink from memory it  is in the neighborhood 
of 100 megawatts. So that what you could say is  i f  we 
had an additional load over forecast of 1 00 megawatts, 
that would  shift the d ate by a year. 

Mr. Storie: M r  C ha i rperson , if I am read i n g  you 

correctly, then if  an aluminum smelter was to use 400 

megawatts or i f  we were to achieve a sale of 400 

megawatts f i rm power a year, that would in  effect 

advance the project for a year? 

Mr. Fraser: 1t  would depend on the t im ing .  I f  i t  were 
to come just at the time that a plant were requ ired,  
yes, you are correct. 

Mr. Storie: So it  would depend on what surplus existed 
in  the system? 
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Mr. Fraser: Exactly, yes. 

Mr. Storie: A q u estion to the M in ister, I am assuming 
that i f  one of these energy-intensive projects was to 
come about, that if  i n  fact we did get an a luminum 
smelter, if we d id  have a major renovation of the Manfor 
complex which requ ired an energy-intensive process, 
if we achieved a sale of some magnitude to Ontario 
or Saskatchewan or Upper M ississ ippi ,  that it  would  
req u i re an ear l ier  start-u p  of  C o n awapa .  W h at 
considerat ion has been g iven to the costs of delaying 
the start-up of Conawapa, even though we anticipate 
one of those projects comi n g  to fruit ion? 

Hon. Harold Neufeld (Minister responsible for Hydro): 
Well,  I do not th ink you can consider accelerating or 
advancing the p roject the s ize of Conawapa simply 
because you think that a later start d ate wi l l  be more 
expensive. We h ave n o  way of knowing what the future, 
costs wi l l  be, although there are est imates that Hydro 
has and are preparing .  But the i ncreased costs are 
probably close to the interest rate which would be 
charged and may be somewhat less, so I do not th ink 
we can consider advancing Conawapa s imply because 
a later start d ate would be more expensive. I do not 
think that would  be prudent. 

Mr. Storie: I agree. I was not suggest ing that was the 
case. I was asking  whether if you delayed it ,  i f  you had 
m oved past, there must be a point of no return at which 
t ime M anitoba Hydro wil l  not have sufficient power 
because of the length of t ime that is requ i red to bring 
new generat ion on stream, where i n  fact if  a project 
were to  go ahead it  would be extremely expensive for 
M an itoba Hydro. Is  that not correct? 

Mr. Neufeld: Yes, it is correct that a project is expensive. 
I th ink we should say first of al l ,  we should make clear 
that the Government does not interfere with M an itoba 
Hydro's forecasts and does not i nterfere with their p lan 
for new generat ion.  We ask only that they examine al l  
alternatives and come u p  with a recommendation to 
the Government when that t ime comes, when they have 
exami ned all the alternatives. 

Mr. Storie: M r. Chairperson ,  No. 1 ,  the M i n ister d id  
not  answer the question and No.  2 ,  while I accept that 
this M inister and Governments generally do not i nterfere 
with the forecasts of Manitoba Hydro, the Government 
does have considerable control ,  if not ult imate control 
over whether new projects, energy-intensive projects, 
proceed in the province; that the Government does 
control the agenda when it comes to whether an Alumax 
plant is  here or whether we have a major forestry 
c o m p l e x ,  or whether  we h ave a major  sa le .  T h e  
G overnment does have control over that. I guess the 
q uest ion is have you g iven u p  on that? H ave you g iven 
up on the potential  for those k inds of projects? Are 
you saying that the economics of those are not good 
for Manitoba? 

Mr. Neufeld: The quick answer to that would be no. 
Of course we are examin ing areas where we might 
expand industry in  Manitoba be it  energy intensive or 
not energy i ntensive. Yes,  we are looking forward to 
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negotiat ing more sales but there has to be a customer 
avai lable before you can negotiate a new sale. The 
sales have to be negotiated at a price that will al low 
the corporation to make a profit. As far as energy­
intensive industries are concerned the same would 
apply. We are examin ing industr ies that may wish to 
locate in  Manitoba. We wil l  continue to but we have 
to first f ind someone that f inds M an itoba the preferable 
place to locate. 

Mr. Ransom: Perhaps I could just point out that the 
sequence, the decision-making t ime l ine is qu ite t ight .  
I f  there is to be a load such as Alumax to come on in  
'92 o r  '93 a n d  we are  prese n t ly look ing  at next  
generation at  '99 ,  then  there is a period of t ime where 
there are energy shortages and we will have to proceed 
q u ite q uickly if that happens. That is one of the reasons 
why we are attempting to  proceed as q u ickly as we 
can to decision-making .  

Mr. Storie: Which leads me to my next q uestion to  
the Minister. The signals that we heard from M r. Ransom 
when he was appointed , I th ink were qu ite clear, that 
he was putting new hydro d evelopment on hold .  The 
signals that we have seen from the Minister are q u ite 
clear. I th ink-and actions speak louder than words­
that there has been very l ittle in it iative shown when it  
comes to pursuing extra-provincial sales, whether i t  is 
to Ontario or to NSP, or perhaps to pursuing energy­
intensive industries. I g uess the q uestion I would l ike 
to ask is whether the M i nister has involved h imself at 
al l  in the pursuit of extra-provincial sales which have 
been extremely lucrative? We have heard the C hief 
Executive Officer, the President of Manitoba, ind icate 
that is the fact. I th ink all rational analysis of sales l ike 
Northern States Power or the Ontario sale of 200 
megawatts would say that they are beneficial .  I s  the 
M inister pursuing those k inds of sales in  an active way? 

Mr. Neufeld: The Manitoba Energy Author ity has not 
in  any way reduced its efforts in pursuing sales. I th ink 
M r. Storie wi l l  understand that  it is not  l ike a vacuum 
cleaner salesman going door to door. We have to locate 
the customers and they m ust be wi l l ing to purchase 
and we must have avai lable the energy to sel l .  We must 
have it at a pr ice that they are prepared to buy it at. 

Mr. Storie: I recognize that. I do not know about the 
analogy of a vacuum cleaner salesman. I would l ike to 
th ink that somehow the M i n ister is a salesman for 
Manitoba Hydro. I guess my q uestion is perhaps to the 
Min ister and the C hairman of Manitoba. When the 200 
megawatt sale to Ontario was signed , there was an 
agreement to continue to negotiate a larger sale. H as 
the M i n ister, has the Chairman of Manitoba Hydro 
contacted Mr. Frankl in ,  the C hairman of Ontario Hydro? 
Have they moved in  that d i rect way to pursue those 
kinds of things? 

* ( 1 050) 

Mr. Neufeld: I have not personal ly been in  contact with 
M r. Frankl in of Ontario Hydro, no. The Manitoba Energy 
A u t h or i ty  p e o p l e  are c o n t inu i n g  t h e i r  search for  
customers for  Manitoba Hydro as they have done in  
the past. 



Thursday, October 1 3, 1 988 

Mr. Ransom: From a policy perspective, what we are 
attem pting to do is to preserve as many options as 
we can at the moment. We are looking potential ly at 
a n u m ber of rather heavy users of power which would  
change our p lans significantly from what is d ictated by 
the domestic load growth .  We do not  wish  to pursue 
sales that woul d  cause the advancement of the plan. 

We are basing our pr imary planning on domestic 
load growth,  and if  included in  domestic load growth 
should be 300 or 400 megawatts for an aluminum plant, 
then clearly that is going to change our decision-making. 
We are not out attempting to  make a large sale that 
woul d  result  i n  the construction of another plant.  

At th is point in  t ime there simply are too many 
u ncertainties about what is  the best course of action 
from an economic point of view. There simply are too 
many u ncertainties to proceed on that basis. Al l  of the 
negotiations that were under way at the t ime of the 
change in  Government h ave been pursued on the same 
basis that they were being pursued before. 

As we offered previously, we can have Mr. Derry come 
to the table and the H onourable Members of the 
c o m mittee can ask M r. Derry a b o u t  h ow t h ose 
negotiations have proceeded and he can g ive you the 
detai ls .  

Mr. Storie: I t hi n k  M r. R a n so m ' s  c o m ments  are 
symptomatic of  the problem,  that there is no leadership 
in M anitoba Hydro in  the Chairman's role or in  the 
ministerial role. 

I h ave not heard any evidence and I wou ld  be 
i nterested to see evidence that woul d  suggest that the 
pursuit of an export sale to, for example Northern States 
Power, Ontario, was anyth ing but good for Manitoba 
and Manitoba Hydro and M anitoba ratepayers. We have 
heard  exact ly  t h e  contrary from the Presid e n t  of 
M anitoba Hydro, and I fail to see how any Government 
can m isuse our natural resources in  that way. 

G overnments  across t h e  country - t h e  Quebec 
example I th ink is i l l ustrative - h ave said we have a 
natural resou rce which we intend to export where we 
can in a p rofitable way, and why would  we not be 
p ursui n g  that?  The suggesti on t h at somehow we 
become hidebound and not outward th inking when it 
comes to a resource that i m portant, I th ink ,  is contrary 
to  the wishes of Manitoba, who see hydro resources 
as our oil and gas as our potential .  

l t  concerns me that the M i nister seems prepared to 
take a back seat, to take no active role, un l ike the 
previous M i nisters and certain ly the previous Chairman 
of the Manitoba Energy Authority, who took a very active 
role in pursuing sales that were beneficial .  

Are we saying that we have nothing to sel l?  Is that 
what we are saying, to the M i nister? 

Mr. Neufeld: You r  question then is, do we have anything 
to sel l ?  At the p resent time,  if we are to look at the 
cost of Conawapa, then we have to get a price that is 
g reater than the Northern States Power sale. At th is 
point i n  time I am not sure there are any buyers out 
t here for the pr ice that we would have to charge for 
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Conawapa power. M r. Ransom may have something to 
add to that. 

Mr. Ransom: The only comment from a pol icy point 
of view, because the analysis of the situation comes 
from management ,  in our app roach to manag i n g  
M a n i t o b a  H y d r o  we s e e  i t  as t h e  H y d r o  B o a r d ' s  
responsi bi lity t o  provide policy d i rection and not to 
provide the day-to-day management of Hydro. 

I th ink it should  be understood that there is quite a 
d ifference between the decision that was faced by Hydro 
a few years ago as to whether to proceed with Limestone 
or not, because there were already a lot of sunk costs 
and the l ine was basically in place for bringing the 
power south .  The l ine was in  p lace to export the power 
to the U nited States. We are now faced with a situation 
where, if we are looking at Conawapa, the combination 
of the dam and the l ine to Winn ipeg alone is close to 
$5 b i l l ion .  I do not th ink that the people of M anitoba 
would  regard it as prudent for us to rush into that type 
of decision making when there is potential ly another 
option,  when the management at M anitoba Hydro are 
tel l ing us there is  potential ly another option that could 
res u l t  in p ower b e i n g  p rov ided more cheap ly  to 
Manitobans. We d o  not want to get into another 
s i t u a t i o n  where t h e  p o l i t i c a l  m asters contro l  t h e  
d i rect ion o f  M an itoba Hydro. 

I see it as my responsibi l i ty to pursue al l  of the 
possibi l it ies here and do what is-we are pursuing a 
low power cost is what we are pursuing.  If at the same 
time we can bring about development in  Manitoba by 
encouraging development here, whether it is an Alumax 
or whether it is some other intensive user, then by al l  
means. We are pursuing those situations vigorously but, 
r ight at the moment with respect to export sales, what 
we are doing is preserving our options. That is only 
l ikely to be a period of perhaps a year to 18 months 
maybe unti l  the situation is significantly clearer than it 
is today, and then the Government and Hydro will be 
in  a better position to know what d i rection they should 
pursue. 

Mr. Neufeld: As new generation comes on stream, 
there is always an excess amount of  energy generated, 
and it is at that point in t ime that sales should be made 
in  our view. That would  be in  keeping with what M r. 
Ransom said ,  that we want to del iver secure power to 
Man itobans at the lowest possible rate. 

Mr. Storie: M r. Chairman, M r. Ransom's  caution is du ly 
noted , but I th ink there is also an u nfortunate lack of 
vision and a lack of d i rection coming from the M i n ister 
and perhaps the Government. M r. Ransom talked about 
the  different  c i rc u m stances t h at came about  with 
respect to the decision to proceed with Limestone. We 
have a b i l l ion dol lar profit from that sale, certainly in 
that bal l  park. The ratepayers are benefiting from that 
sale. 1 guess the question is, can M r. Ransom both 
p u r s u e  v i g o r o u s l y  extraprovi n c i a l  sa les a n d  t h e  
establ ishment o f  energy-intensive users and b e  cautious 
at the same time, or not be cautious, but preserve his 
options. There does not seem to be any feeling on the 
part of the Min ister i n  particular that the k inds of sales 
that were negotiated are worthwhile. I am wondering 
what leads him to that conclusion. 
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Mr. Neufeld: Before we put on the record that there 
is a b i l lion do l lars in  profit on the sale to Northern 
States Power, let us  dea l  with the arithmetic of arriving 
at  numbers such as that. Those are numbers based 
on inflation into the future, based on prices you th ink 
you may get i n  the future, based on the escalation of  
inflat ion start ing i n  1 993 to  2005. The present d ay 
numbers and present day profit would be probably 
closer to $100 mi ll ion  than to a b i l l ion .  I f  you d o  not 
u nderstand how those numbers are arrived at, you can 
come to my office and I wil l show you. 

* (1100) 

Mr. Ransom: From a policy point of view, M r. C hairman, 
I should point out to the committee, as I am the 
chairman of the Electrical Energy Marketing Committee 
establ ished under the Manitoba Energy Authority, at 
the first meet ing that I had with that committee I asked 
if there was a written statement of the gu idel ines, the 
terms of reference, that the committee was using to 
guide itself i n  pursuing sales. There were no gu idelines 
written down so I asked the committee, I said ,  wil l  you 
p lease, to the best of your abi l i ty, write down what 
guidel ines you were pursuing .  Interest ing that one of 
the statements that the committee came back with was 
that the recent focus has been on sale prospects that 
alone or in combination do not advance the requ ired 
i n-service d ate for the next plant. I see that position 
as being entirely consistent with the position that I have 
just outl ined to the committee. 

Mr. Storie: M r. Chairperson, I woul d  not want the 
impression to be left that the goals as seen by the 
committee were somehow to move with Wuskwat im,  
as opposed to Conawapa. I think  the decision was at 
the policy level ,  because of the environmental problems 
in  Wuskwatim ,  to see Conawapa as a preferred option. 

I am sti ll perplexed about how we are going to 
preserve our opt ions,  not make any decisions, and 
pursue the power sales that exist.  I do not know whether 
the Minister is interested in a firm power sale to Ontario, 
but I woul d  like to know whether in  fact he has called 
or met or wil l  meet? Is he pursuing in  any active way, 
or are we sitt ing on our options? 

Mr. Neufeld: I have already indicated that I h ave not 
spoken to M r. Frank l in  of Ontario Hydro, and I have 
not spoken to any of the principals of Northern States 
Power. I do not th ink it is the M in ister's job to go out 
and sell the power h imself. I think that is the task that 
has been g iven to the Manitoba Energy Authority and 
to Manitoba Hydro, and I am satisfied that they are 
p u rsu i n g  wh atever o p t i o n s  t hey have ,  a n d  t h e  
Government is encouraging them t o  keep their options 
open. 

Mr. Ransom: M r. Chairman, I could ask M r. Derry to 
speak to the committee on the progress of various 
sales, if it is the wish of the committee to h ave the 
update on those sales. 

Mr. Chairman: Is it the will of the committee to hear 
from Mr. Derry at this t ime? 
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Mr. Storie: Mr. Chairman , on a point of order. 

Mr. Chairman: On a point of order. 

Mr. Storie: M r. Chairperson,  I do not know that the 
committee needs to hear a d iary of the negotiations. 
What we need to know is that either the chairman of 
Manitoba Hydro or the chairman of MEA or the Minister 
is really interested in concluding a sale. That is what 
we need to know. 

Hon . Donald Orchard (Minister of Health): But you 
do not want to hear about the sales we are working 
on? 

Mr. Storie: What we have heard -( Interjection)- Mr. 
Chairperson,  the Member for Pembina says you d o  not 
want to hear . . . 

Mr. Chairman: On the point of order, p lease. 

Mr. Storie: M r. Chairperson,  the committee I th ink has 
many m ore q uestions about whether there is any 
leaders h i p .  We h ave heard what I t h i n k  are very 
c o n t r a d i ctory statem e n t s  f r o m  t h e  c h ai r m a n  o f  
Manitoba Hydro, t h e  chairman o f  M EA. They are not 
pursuing their options, yet they are vigorously pursuing 
sales. We need to get a straight answer from the 
Min ister. I s  he seriously interested in  a sale of power 
to Ontario, to Northern States, to any other group which 
would see the advancement of Conawapa if i t  was a 
good deal for Manitoba? 

Mr. Chairman: I thank the Honourable Member on the 
point of order. I believe it is the wi l l  of the committee 
to hear M r. Derry at this time, and I would  ask M r. 
Derry to come to the table. 

Mr. Gary Doer (Leader of the Second Opposition): 
Mr. Chairman , on a point of order. 

Mr. Chairman: On a point of order, M r. Doer. 

Mr. Doer: I certainly respect the competence of the 
M an itoba Hydro staff on negotiations and would want 
to hear them at a stage in  th is committee hearing.  I 
do th ink it is important for th is committee. I believe 
that there is also the issue of the Government priorities 
and the leadership and that is the issue we are pursuing. 
I recommend that we deal with  the priorit ies of the 
G overn ment  t h r o u g h  the  e lected and responsi b l e  
M inister first a n d  then, i f  w e  cou ld  get t h e  operational 
components which I am sure is very competent and 
the Hydro staff are extremely competent, we have all 
a degree of confidence in their competence in this area. 

Mr. Chairman: I would  again thank the Honourable 
Members for their input. I believe it is the will of the 
committee to hear from M r. Derry at th is t ime, and I 
would invite him to come to the table. 

Some Honourable Members: Oh, oh! 

Mr. Chairman: Order, p lease. We have at the table 
Mr. Derry and M r. Thompson to provide information 
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on this subject , but I would call on M r. Derry at th is 
t ime. Any q uestions to M r. Derry? 

Mr. Storie: I have a question to M r. Derry. Did the 
M EA ,  t h e  negot i a t i n g  team , m eet with the U p p e r  
M ississippi  Power G r o u p  in  January a n d  February o f  
t h i s  year? 

Mr. Art Derry (Vice President, Business Development): 
No. 

Mr. Storie: When was the last t ime that one of the 
n e g o t i at i n g  m e m bers met with any of t h e  
representatives from that power group? 

Mr. Derry: I n  July of th is year, July 1 988. 

Mr. Storie: To M r. Derry, were there not meetings in  
late 1987? 

Mr. Derry: There was a meeting in  Decem ber of 1 987.  

Mr. Herold Driedger ( Niakwa): I wi l l  ask s o m e  
questions here a s  wel l ,  although I was hoping to have 
my questions relat ing more to M r. Beatty. I thought th is 
was a presentat ion as opposed to q uestions and 
answers. So I wi l l  h ave some q uestions for Mr. Beatty 
and the M i nister as well .  

With respect to this  particular negotiation,  could you 
identify essential ly what the market area is that you 
are actually looking at? Is  that within the purview of 
these two people r ight now who we are questioning? 
What is the size of the market area that M anitoba Hydro 
can actually legit imately hope to invade where there 
is a cost benefit to  export sales? 

Mr. Chairman: On a point of order, M r. Storie. 

Mr. Storie: I thought that M r. Derry, in particular, was 
here to d iscuss the negotiations, not the marketing 
strategy of M anitoba Hydro. I d o  not k now, perhaps 
I am mistaken. But I am not sure that he was the person 
who deals with the market export. 

Mr. Chairman: O n  the point of order, M r. Orchard. 

Mr. Orchard: On the same point of order, not that I 
want to defend my honourable friend from Niakwa 
because he is q uite capable of doing t hat but, if you 
are pursuing negotiat ions, you have to k now h ow large 
an area you can successful ly pursue sales and I believe 
that was the nature of the question. If  that is offensive 
to the Member for Flin Flon ( M r. Storie), then maybe 
he ought to absent h imself while the questions go on 
for legit imate information.  

Mr. Chairman: I thank the Honourable Members for 
the i r  i nput. I bel ieve that the Members of the committee 
are pursuing some information and I feel it is proper. 
Related to the q uestion of M r. Driedger, M r. Derry. 

Mr. Derry: T h e  m a p  a rea i s  2 5 , 0 0 0  megawatts 
approximately. That is not the exact n u mber, but I could 
get the exact n u mber, i n  that area. We have Ontario 
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Hydro, which would be about 1 ,500 megawatts in  the 
western system ,  and Saskatchewan Power which is 
about another 2 ,000 or 2 ,500 megawatts. That is their 
total generation there that they h ave. 

Mr. Herold Driedger: That is actual ly not precisely the 
d i rection I wanted to go in  because, if  you want to  
make a sale, you have to have, as  the Minister indicated 
before, a buyer. If  there are competing sources of 
energy, it determines very much the kind of pricing that 
you can get for the energy that you are attempting to 
sel l .  

The size of the market area, as you said ,  is  25,000 
megawatts? Now what is the k ind of competition that 
you are fac i n g  i n  t h i s ?  If y o u  are l o o k i n g  a t  
Saskatchewan , I understand that they have thermal 
generation competit ion. If  you are looking to the United 
States, again, we have a market area that is not as 
industr ially developed south of us  as the market area 
to the south of Hydro Quebec. Am I correct in  that 
assumption? 

Mr. Derry: That is correct. 

Mr. Herold Driedger: All  right then. In that case, 
basically we are not going to be able to achieve the 
same kind of revenues from the sale to our market 
area as Quebec Hydro can to theirs. Is that correct? 

Mr. Derry: That is correct. Hydro Quebec is sel l ing 
into a market that burns oi l  and h igher cost coal . We 
were sel l ing i nto a market that burns l ignite coal . 

Mr. Herold Driedger: Another area that was referenced 
by either the chairman or the previous question of 
Ontario, and I th ink you mentioned as well western 
Ontario, the only market we can legit imately invade to 
the east of us is northwestern Ontario or can you 
actually conceivably - !  use that word advisedly-th ink 
of export ing energy to, say, southern Ontario? 

Mr. Derry: At the present time, the eastern and western 
Ontario systems are interconnected with two 230 kV 
l ines wh ich h ave a capabil ity of about  300 megawatts 
t r a n sferred between t h e  two systems. We a re 
interconnected with Ontario's western system with two 
2 3 0  kV l i n e s  w h i c h  h ave a b o u t  a 400-megawatt  
interconnection capabi l ity. Under some options, there 
is a possibi l ity that we could send power from Manitoba 
down into southern Ontario but u nder those restraints 
of transmission capabil ity. 

Mr. Herold Driedger: So essentially what you are saying 
i s  t h a t ,  i f  M an i t o b a  Hydro was t o  advance t h e  
construction o f  Conawapa for t h e  purposes o f  making 
export sales, you would have to have in  place not only­
if it is south ,  you would have to have the transmission 
l ine in  p lace south; if you are going to be transmitt ing 
east, you are going to have a new transmission l ine in  
place necessary? Is that  correct? 

Mr. Derry: I f  I take the question that we are going to 
advance- !  th ink this is what you said .  

Mr. Herold Driedger: I am not  suggest ing that  you 
wil l .  I am just s imply asking,  if  you have a sale, i t  is 
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go ing  to cause the advancement of  the  construct ion,  
which I believe is  a d i rect ion that the other questions 
were moving in. You need export sales to advance 
construction ,  that th is is a decision that was made ahead 
of time that it  is  a good th ing.  

Mr. Derry: We can make a sale and a lso make a 
diversity exchange at the same t ime that d oes not 
advance a plant. H owever, we would more than l ikely 
l ike to have a l ine as wel l  at that point i n  t ime. l t  would  
be energy that we would  want  to ship south.  

Mr. Herold Driedger: Just a point  of clar ification,  
understood that i f  Conawapa was to be bui lt  part  of  
the infrastructure necessary, if I understand M r. Ransom 
correctly, is that you woul d  have to have a new l ine 
bui lt .  You have got capacity but you cannot sh ip i t .  Am 
I incorrect o n  that? 

Mr. Derry: I f  we built it for sale i n  advancement over 
Manitoba's loads, we would need a new transmission 
l ine.  

Mr. Herold Driedger: T h at is al l  I a m  t r y i n g  t o  
determine. I f  the construction i s  export driven, you need 
a l ine, whether the export sale is east or south. Is that 
correct? 

Mr. Derry: That is correct. 

* ( 1 1 10) 

Mr. Herold Driedger: Specifically, this was not the case 
with the Limestone sale. The Limestone sale essential ly 
had suff icient transmission capacity i n  p lace, that you 
c o u l d  actu a l l y  m a k e  the sale w i t h o u t  any new 
infrastucture. Is  that correct? 

Mr. Derry: M r. Chairman, that is correct. 

Mr. Orchard: Just on a point of clarification,  with 
Conawapa, is  it n ot - 1  did not want the impression to 
be left that only for export sales was a new DC l ine 
requ ired. If  Conawapa is built "period" you have to 
parallel the l ine,  is  that not the understanding? 

Mr. Derry: With Conawapa we will require what is called 
Bi-pole 3 from the North i nto Winn ipeg. So there is a 
new l ine req u i red in Manitoba of course. 

Mr. Herold Driedger: I have some other q uestions along 
the same particular line that I wish to come back to 
later. 

Mr. Taylor: I would  l ike to ask Mr. Derry some questions 
i n  regard to the actual chronology of the negotiations 
with the U pper  M iss iss i p p i  P ower G ro u p .  My 
u nderstand ing is  from this briefin g  note that we have 
got here is that the deal was concluded in February 
'86. Then there was subsequent negotiat ion for at least 
one other c o m ponent  w h i c h  was a 200-meg awatt 
d iversity exchange with the Northern States, and that 
there was a separate sign ing of that component i n  
November ' 8 7 .  I wanted t o  know, first o f  al l ,  what other 
th ings took p lace between the signing of the original 
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M O U  and the end of '87? What else was going on at 
that t ime? What was the tone of the communications 
that you had between the Upper M ississippi Power 
G roup and Manitoba Hydro? 

Mr. Derry: From the 1 986 period we had , if you look 
d own in September of 1 987, Northern States Power 
requested that t hey have more t ime to consider the 
sale. We g ranted them, us as well as the UMPG, other 
ut i l ities that were in  the package, g ranted Northern 
States Power until June of this year to decide whether 
they wanted to be in the large sale of 550 megawatts 
and 300 megawatts of d iversity. I would l ike to mention 
that the 200 megawatt of d iversity with Northern States 
Power by themselves, as part of this package, that 
would al low us to not have to advance the next p lant,  
because the d iversity cancels out the sale port ion.  

Mr. Taylor: Could M r. Derry p lease explain in  a l ittle 
m ore d e t a i l  t h at l ast  p o i n t ?  That  see m s  rather  
s ignificant. 

Mr. Derry: M r. Chairman, maybe I should start with 
the d iversity exchange. A d iversity exchange is  an 
exchange between a ut i l ity, like ourselves in  Manitoba, 
who has the peak in the wintert ime and the southern 
ut i l ities who have their peak in  the summertime. Under 
th is condit ion we would share the generation that is 
already installed on our systems. I n  other words, we 
have excess i n  the summer, they have excess i n  the 
wintert ime. Okay? 

So that exchange then would al low us, you m ight 
say, if  we took it by itself, to add 500 megawatts to 
our system ,  like a generating plant, which then would 
say we do not have to add any new generation on our 
system unt i l  we use up  that d iversity. But if you turn 
around now and make a sale, and make a package 
out of it of 500 megawatts, then they have cancelled 
each other out.  In other words, we have the capabi l ity 
in the summert ime to supply the 500 megawatts but 
in  the wintert ime when we did not have it, we now have 
it because they are supplying i t .  They are supplying us 
with 500 megawatts so they cancel each other out in 
the wintert ime. 

Mr. Taylor: Are you saying then that, by the agreement 
which was signed on November 16, '87 which was the 
200 megawatt diversity exchange, in effect in November 
'87 there was then no longer a need for new generat ing 
capacity on the part of Manitoba Hydro? Is that what 
I am hearing you say? 

Mr. Derry: As I noted earlier, the 200 megawatts 
d iversity was part of the package of the U M PG group 
and we wanted -the 200 plus the 300 megawatts of 
the U M PG cancel led out the 550 and it was understood 
in  our talks with these people. Because Northern States 
is a larger ut i l ity, they wanted to have 200 megawatts 
by themselves in a separate agreement, which we 
agreed to. They would take part of the other 300 
megawatts d iversity as well with the U M PG people. 

Mr. Taylor: Just to get to the sal ient point though, M r. 
Chairperson ,  you have got two d iversity aspects to an 
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agreement with the Upper Mississippi Power Group, a 
300 and a separate 200 with Northern States, one of 
the component groups. The question is, as that totals 
500-we were originally talking a 550-megawatt sale, 
I understood-is that with the summation of those two 
diversity agreements, are you saying that therefore that 
postponed the requirement for new generating capacity 
on the part of Manitoba Hydro? 

Mr. Derry: That package together would result in no 
new generation having to be put on for that package. 
The generation would be required for Manitoba load. 

Mr. Taylor: Okay. Given that point on the table then, 
Mr. Chairperson, and Mr. Derry is that we really had 
a maximizing of the efficiency of both systems it would 
sound like, as opposed to having to finance and build 
new capacity. Where did that leave you as negotiators 
at that point? What further work did you feel that you 
had to do at this point on this deal? Just wait for the 
conclusion by the Americans as individual components 
of the group, or the group as a whole to come to a 

., final yes, is that where you were at after November 
' '87. 

Mr. Derry: That is correct. We had to wait for, like I 
said before, the one year that we gave to Northern 
States Power. 

Mr. Taylor: Mr. Derry, did you feel that you had anything 
else that you had to do as a salesperson and negotiator 
on the part of Manitoba Hydro in those intervening 
months? Was there anything else that you could have 
or should have done during that intervening-it looks 
about a six- to eight-month period, to have assured 
the completion of this arrangement? 

Mr. Derry: There were no further negotiations to be 
done. However, we did work on having the agreements 
prepared to be ready to sign the summer of 1988, and 
we worked on that during that winter period . 

Mr. Taylor: Mr. Derry, what in your view, as being very 
intimate with this whole development of this 
arrangement, what was the basic reason why the 

/ agreement came apart at the review date this summer? 

Mr. Derry: We gave Northern States Power one year 
to look at their options. They studied their options. 
They came back to us with the indication they did not 
want to participate in such a large sale plus the 500-
kV line. However, they threw in an alternative. They 
were not going to just back off the whole thing. The 
alternative was that we would go for a smaller line, a 
230-kV line that did not have as big an investment in 
it, and look at other sale and diversity possibilities. 

Mr. Taylor: Before getting into that smaller sale, what 
were the changed circumstances, technology, other 
influences that were brought to bear on a change after 
these long negotiations had taken place? What were 
the actual reasons offered, or were you given reasons? 
If you were given reasons, what were the reasons that 
those various American power companies said no to 
this agreement, which was originally negotiated in 
February '86? 
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Mr. Derry: The other options, and this is from my own 
point of view, that I think they were looking at were 
peaking gas turbines which can be put in within a couple 
of years, these types of thing, fluidized bed boiler plants 
which can be built in about six years-

Mr. Taylor: I did not hear that last . . . 

• (1120) 

Mr. Derry: Fluidized bed boiler plants. It is a new 
technology. Indications from NSP were that they could 
put a plant in service within six to seven years. 

Mr. Taylor: With the comment that came back from 
the Upper Mississippi Power Group that, 
notwithstanding they did not want as a group to proceed 
with the original larger deal and they offered the idea 
of a 230 kV interconnect instead, what is the state of 
our negotiations on this? 

Mr. Derry: As indicated in the information I passed 
out, we first discussed this opportunity at the July 
meeting. We set up a group to do transmission planning 
on this new interconnection and, at that same meeting, 
we had decided that we would have the first negotiating 
meeting in October. Now, if you look at what has been 
passed out, there is a meeting planned for October 19 
in Minneapolis. 

Mr. Taylor: I want to find out from Mr. Derry if this is 
very speculative or this set of negotiations which you 
are about to continue here on the 19th is something 
that is rather more concrete. What is your view of it 
at this time? 

Mr. Derry: The 230 kV interconnection has an in-service 
date of '94 or '95, and it is of benefit in the Fargo­
Moorhead area. There are some problems. This is one 
of the alternatives that NSP has, is to have an 
interconnection with us or build an interconnection from 
the coal fields in North Dakota. So I can only tell you, 
maybe it has a 50-50 chance. Again, we are competing 
against another alternative. 

Mr. Taylor: Mr. Derry, we were earlier given a 
presentation on forecasting and different demand years 
for capacity. From your viewpoint , involving negotiation 
and sales, how big an export sale is necessary before 
there should be a go-ahead with Conawapa? 

Mr. Derry: In answer to that question, the sales we 
were working on did not advance any plant. We were 
trying to optimize the use of the system by making a 
sale diversity exchange. 

Mr. Taylor: Yes, I understood that quite clearly from 
Mr. Derry. The question is that, given the situation, it 
is a further interconnect that is being talked about here. 
I understand that it is a diversity concept . Still, there 
has been much talk around this table the last two times 
we got together about Conawapa, its need, and I for 
one am very concerned about whether the need is there 
and the payment of the necessary interest payment 
that will be quite extensive and will impact Manitobans. 
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What sort of scale of export sales-now we are not 
talking diversity, we are talking sales, net export of 
hydro power-justifies the proceeding of that major 
project? 

Mr. Derry: Mr. Thompson will answer that question. 

Mr. Paul Thompson (Division Manager-Marketing): 
I do not know if I can answer it. It is difficult to answer 
because, first, the price that you get for the sale will 
dictate whether it is worth doing or not. But as was 
indicated earlier, our own load growth is approximately 
100 megawatts a year. If on our own we were planning 
to put a plant, say Conawapa, in in 1999, then 
theoretically you could get a sale as low as 100 
megawatts which might make it economical to put it 
in a year earlier, in the '98 year. It is theoretically 
possible. It would depend on the price. 

Mr. Orchard: On these export arrangements, it is 
interesting to read out of the March 31, 1987 Annual 
Report the fact that the Government in February 1986 
indicates that three export arrangements were signed 
and announced. First was with the Upper Mississippi 
Power Group, a group of six American utilities for 550 
megawatts of firm power over 16 years starting in 1996. 
I guess, of the three export arrangements that were 
indicated in the '87 report , I guess the logical question, 
when do these arrangements become reality, of the 
three of them? 

Mr. Derry: Can I have them in order, please? Which 
one do you want? 

Mr. Orchard: Going from page 10 of the Annual Report, 
March 31 , '87. I presume it is the Upper Mississippi 
Power Group and then the diversity exchange and then 
the Northern States 200 megawatt are the three. 

Mr. Derry: We know about UMPG. The second one, 
the Northern States 200 megawatt summer sale from 
1993-96 was signed on the 25th day of February, 1986. 
The Northern States Power 200 megawatt seasonal 
diversity exchange was signed in November 1987. 

Mr. Orchard: The largest sale, the 550 megawatts of 
firm power over 16 years, the Upper Mississippi Power 
Group, that one is no longer even being negotiated, 
I take it? 

Mr. Derry: Those amounts are not being negotiated. 
I cannot say whether it will come back to some 
combination on this 230 kV line. 

Mr. Orchard: Mr. Chairman, to Mr. Beatty, presumably 
senior management of Manitoba Hydro have been 
involved in these negotiations as well? Is that correct? 

Mr. Beatty: Yes, Mr. Derry and Mr. Thompson were 
our management representatives assisting the Manitoba 
Energy Authority, which is mandated to take the lead 
in export sales. Yes. 

Mr. Orchard: Particularly with regard to the Upper 
Mississippi Power Group, the allegation was made by 
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the Member for Flin Flon , Mr. Storie, that the 
negotiations have been bungled. Would you concur that 
your staff and representatives of Manitoba Hydro 
bungled negotiations? 

Mr. Chairman: Order, please. Mr. Storie, on a point 
of order. 

Mr. Storie: I never suggested for a moment that anyone 
at Manitoba Hydro, anyone at the Manitoba Energy 
Authority had bungled negotiations. What I said and 
what has been shown today clearly is that they have 
received no direction, no direction to renegotiate, no 
direction to try and solve some of the problems, the 
snags in negotiations. What I said was that the Minister 
responsible and the chairman of the Manitoba Energy 
Authority have bungled negotiations. They have blown 
an opportunity, refused to get involved. 

I reject categorically what the Member for Pembina 
(Mr. Orchard) is suggesting. I did not intend it nor do 
I want it to be left on the record that it should reflect 
on anybody from Manitoba Hydro. They have done an ,,,,. 
exceptionally professional job in all instances, including 
incidentally the negotiations for the Limestone sale 
which the Conservatives opposed , said it would not 
make a profit, it would create sky-rocketing hydro rates, 
none of which came to pass. They have been wrong 
historically. The problem is not with Manitoba Hydro, 
it is with the Minister responsible. 

* (1130) 

Mr. Chairman: On the point of order, Mr. Doer. 

Mr. Doer: I think it is customary in committees to allow 
the people who disagree on policy and leadership to 
disagree, and not to require staff of any Crown 
corporation to have to make judgment calls, as Mr. 
Orchard has requested. He knows those rules, we know 
those rules, and we certainly are willing to abide by 
them and direct our policy issues that way, not the 
other way. 

Mr. Chairman: I thank all Honourable Members for , 
their input. A dispute over the facts is not a point of 
order. 

Mr. Orchard: Mr. Chairman, I am pleased with the 
death-bed repentance of both Members from the NDP 
in terms of their outrageous statements of bungling. 

A question to Mr. Beatty, the Wuskwatim option is 
still an option being considered in the generation 
planning for the future by Manitoba Hydro? 

Mr. Beatty: Yes, Mr. Chairman. 

Mr. Orchard: Mr. Chairman, the Free Press on October 
11 reports Mr. Doer as saying: "Doer said an option 
that came before the former NDP Cabinet a year ago 
to promote Wuskwatim instead of Conawapa was killed 
instantly due to environmental concerns." Can I ask 
Mr. Beatty if that decision was ever communicated to 
the management of Hydro? 

Mr. Beatty: No, not to my knowledge. 
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Mr. Orchard: You mean that M r. Doer in Cabinet is 
saying that an option of Wuskwatim was instantly k i l led 
by Cabinet over a year ago, that decision was never 
c o m m u n icated to m a n a g e m e n t  of H y d ro a n d  
d iscussions have continued along a s  if  i t  i s  part o f  the 
o p t i o n ?  That means t h e re was some lack of 
communication between M r. El iesen and Government 
a n d  sen i o r  m a n ag e m e n t  of H y d r o .  That is m ost 
interest ing.  

Mr.  Chairman,  a further question to M r. Beatty in  
terms of the environmental impact stu dies that Hydro 
d oes, indication had been made by ind ividuals that 
Manitoba Hydro d oes no environmental impact studies. 
I s  that a correct assumption of M anitoba Hydro's 
responsibi l ity for environmental i mpact stud ies? 

Mr. Beaity: I tried to clarify our position at the beginning 
of p roceedings today, M r. Chairman, on that point.  1 
th ink I d id  indicate that we certain ly  do environmental 
studies. 

� Mr. Orchard: A question to M r. Beatty, the question 
h as been posed to our M i nister of Environment ( M r. 
Connery) in terms of whether, in dealing with alternatives 
before G overnment, i .e . ,  Wuskwat im project, that he 
wants to have tabled environmental impact studies. 
Can I ask M r. Beatty whether you or any of the staff 
ever recom mended to the Hydro Board or to M r. El iesen 
that environmental studies of the Wuskwatim project 
or option be u ndertaken? 

Mr. Beatty: lt was certainly our plan to bring forward 
at the appropriate t imes environmental studies deal ing 
with the Conawapa opt ion,  which inc luded Bi-pole 3 
and Wuskwatim and we have m oved a pace in br inging 
those forward.  

Mr. Orchard: As you h ave i n d icated e a r l ie r, t h e  
Wuskwati m  planning was a n  option that even though 
t h e  C a b i net  k i l le d  i t  i ns tant ly, t h at was n ot 
communicated to Hydro, remained part of the future 
planning process for Hydro from the management 
standpoint .  Can you indicate whether in  terms of 
Wuskwati m  a recommendation was ever made by 
management  of  H y d r o  yourse l f ,  for i n st a n c e ,  to  
undertake the environmental stu dies on Wuskwatim? 

Mr. Beatty: l t  was certainly always management's 
intention to carry out these studies on Wuskwat im,  the 
environmental studies. There were changes made at 
various t imes as to the t iming of the studies but there 
has never been any doubt about our determination to 
have them carried out. I have to say that I d o  recogn ize 
that some people would be very concerned about the 
environmental aspects of Wuskwat im but i t  has always 
been m a n a g e m en t ' s  i nt e n t i o n  t o  b r i n g  t hese 
environmental studies for both options forward to the 
board and t o  proceed with them. 

Mr. Orchard: Then is it  fa ir  t o  assume that because 
Wuskwati m  was part of the p lanning options that when 
you ind icate changes were made to the process, was 
the environmental study on Wuskwatim one of the 
changes that were brought to  focus in  terms of the 
planning process for Conawapa versus Wuskwat im? 
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Mr. Beatty: I thin k - 1  cannot recal l  the exact t iming 

but I think original ly we had planned to go earlier with 

al l three environmental studies. The decision to proceed 

to the board , I th ink ,  orig inal ly was in the latter part 

of 1 987 and was deferred to '88 in d iscussions with 

the chairman on t iming and taking account of his views. 

Mr. Orchard: Am I to conclude from that last answer 
t h at t h e  former  c h a i r m a n  of H y d r o ,  M r. E l i esen , 
recommended postponing an environmental study on 
Wuskwatim as part of the development options of 
M anitoba Hydro? 

Mr. Beatty: Yes. I n  d iscussions it was agreed to delay 
t iming.  I believe it was November or December that 
we were th inking of having the board deal with that 
and it  was agreed that it could be delayed unt i l  Apri l  
on a t iming basis. That was the chairman 's wish and 
we delayed it.  

Mr. Orchard: That is i ndeed interest ing.  We have a 
range of options being investigated by Manitoba Hydro. 
We wish to pursue those options and part of that pursuit, 
environmental impact stud ies are part of the requests, 
contrary to al legations by some ind ividuals and those 
environmental studies were asked to be put off by the 
chairman of Hydro, M r. El iesen, after Cabinet , without 
communication to the senior management of Hydro, 
through Mr. El iesen,  had, as M r. Doer said on October 
1 1 , " instantly k i l led Wuskwatim without communicating 
that to Manitoba Hydro senior management." What a 
tangled web we weave th is morning,  M r. Chairman. 

Mr. Herold Driedger: I f  I m ay just fol low up.  I am not 
ready at th is moment yet to take a look at pol icy with 
respect to whether to export or not to export . If one 
of the options that Hydro is  investigat ing ,  which is the 
Wuskwatim option, is i n  f inal analysis determined to 
be the one that wi l l  be fol lowed , d oes that necessitate 
new transmission fac i l it ies? 

* ( 1 1 40) 

Mr. Beatty: I am sorry, M r. Chairman, I just missed 
that q uestion. 

Mr. Chairman: Coul d  you repeat the question,  M r. 
Driedger? 

Mr. Herold Driedger: Assuming that Hydro, the powers 
that be, determine that Wuskwat im,  of all the options 
is the option to choose, d oes Wuskwatim require a 
transmission l ine to be added to the current system? 

Mr. Beatty: Yes, it requ i res AC transmission ,  but of 
course that is nothing on the order of the cost of a 
DC l ine,  the k ind of DC l ine that we would  have to bui ld 
with conversion faci l i t ies if  we went with Conawapa, 
but it  d oes require some transmission, yes. 

Mr. Heroid Driedger: Okay. By transmission, I suppose 
I should make myself more clear. I am not referring 
just to connect it to the current system, but I am 
referring to a separate l ine r ight from point of source 
to point of use. 
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Mr. Beatty: No, M r. Chairman, it d oes not. 

Mr. Herold Driedger: Whereas Conawapa, on the other 
hand,  in order to be used , either domestically or for 
export purposes, requ ires a separate transmission 
faci l ity? 

Mr. Beatty: Yes, M r. Chairman. 

Mr. Herold Driedger: Al l  r ight .  I am sti l l  exploring the 
export or not export option. Assuming that,  for whatever 
reason-maybe I should back up a l ittle bit .  If Conawapa 
is a decision that is made, and once you have Conawapa 
on  line, on stream, and you have excess capacity 
available for sale and the negotiations proceeds and 
th is excess capacity is sol d ,  when you d etermine your 
load forecast ing d oes that load forecasting then, by 
virtue of the sale agreements, not get sl ightly skewed 
by the fact that, okay, you have these firm power sale 
commitments, because normally we are talk ing excess 
capacity, this firm power, and would  th is not perhaps 
advance later decisions, another option, to have to come 
on l i ne more q uickly than it  would  be anticipated to 
satisfy domestic requ irements? 

Mr. BeaHy: Wel l ,  Mr. Chairman, every element of h istory 
of growth and demand, whether it is domestic load or 
a sale, export sale, affects every subsequent decision. 
M an agement has to plan o n  a basis of f irm information.  
But apart from that k ind  of general answer, I d o  not 
th ink I could comment. 

Mr. Herold Driedger: Al l  right, then I wil l  work at 
something else. 

Back in the Sixties, a major ph i losophical change 
was made with respect to electricity development and 
electricity provision in  Manitoba. The decision was made 
to abandon the thermal option , which I th ink was being 
considered, and to go North.  Having gone North , I mean 
1 think if  we go back in  t ime and take a look at all of 
the costs i nvo lve d ,  t h e  cap i ta l  s t ructu re , t h e  
development, t h e  current situation where w e  are now 
looking at the next stat ion after Limestone- !  am not 
sure what the numbers are for Wuskwat im - but we do 
know that if Conawapa is to be brought on stream in 
10 years t ime we are looking at an i nvestment of $5 
bi l l ion.  

H as there been, just for the sake of cost-comparison , 
based upon d omestic need and not for export sale 
now, a cost-benefit analysis done to perhaps re-explore 
the thermal option- and when I say t hermal option , I 
do not mean just for the sake of the cheapest thermal 
opt i o n ,  but rather  with fu l l y  the m o st u p -to-date 
environmental controls and everything else that is l isted 
in i t- because I understand that Hydro in Ontario has 
done some investigation as to what their thermal option 
wou l d  cost w i t h  the new s c r u b bers  and t h e  new 
gasification technologies and things l ike that. The 
reason 1 ask this is because a thermal plant,  if it was 
environmentally acceptable, could be located closer to 
market and wou ld  not requ i re transmission capabi l ity. 

Mr. Beatty: Yes, M r. Chairman, every increment of 
capacity, every new increment of capacity is examined 
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from the point of view of al l  possible sources of supply 
and certainly i ncluding thermal plants. So that is done 
as a matter of course. If  the q uestion is whether or 
not the decision to go to the Nelson with development 
as opposed to the earlier plans in  the Fifties, to develop 
with thermal generat ion,  I do not th ink there has been 
a recent re-assessment of that decision. But it would 
certain ly favour  the Nelson,  the development in  the 
Nelson as opposed to a thermal generat ion route,  but 
I d o  not th ink we have any numbers at the moment. 
I might ask M r. Derry if  he could comment on that one. 

Mr. Derry: The only comment I would  make is that we 
h ave been making sales i nto thermal uti l ity areas and 
beating out their cost. So we do have in  our simulation 
program, where we look out into the future for what 
options we would have avai lable, and put them into 
this program. We d o  include a possib i l ity of a new 
thermal plant, but it  has not come up as one of the 
leading contenders, let us say, for the next step that 
we might have to make. 

Mr. Herold Driedger: Would it  be possible,  and there 
is no hurry on this, to have some of these numbers 
provided for the committee, because I think Manitobans 
need to know what the alternative options might end 
up cost ing,  because if we are looking at - 1  th ink the 
M i n ister referenced that we are looking at 84 mi l ls  for 
the cost of power out of Conawapa, to get back the 
costs incurred in that particular construct ion.  I th ink 
it would be very useful ,  at  least for  ratepayers and 
taxpayers being able to sort of  u nderstand the situation. 

Mr. Beatty: M r. Chairman, we wi l l  have a look at what 
we can produce to supply addit ional information there. 
I am just not sure at this moment what we have that 
would supply some l ight on i t ,  but I wi l l  have a look 
at it .  

Mr. Herold Driedger: I am not looking now for the 
cost of the transmission l ine. Let us just assume, just 
factor in  the same cost of- 1  d o  not suppose a thermal 
stat i o n  can p r o d u ce as m u c h  m e g awattage as 
Conawapa cou ld .  But if we are looking at simi lar 
generating capacity just to see-we do know that no 
matter what we do,  environmental costs have to be 
borne and some of the environmental costs that we 
bear are much higher than others. I th ink it is useful 
to know that when a cost must be borne it  is the best 
cost option that we want, not so much the best but 
also it is worth the costs that we are paying,  to make 
certa i n t h at we do n ot ad d ress,  cause g reater  
environmental damage. 

Mr. Beatty: l t  would involve est imates of fuel costs 
which might be a bit precarious but out that far. But 
I th ink we could provide someth ing .  Mr. Derry might 
again comment, please. 

Mr. Derry: We could provide costs and mi l ls  per ki lowatt 
hour. But you have to be very careful  when you start 
comparing a thermal plant to a hydro plant,  the outputs 
and so forth ,  just on a mi l ls  per k i lowatt hour basis .  
That is why we put these opt ions into our s imulation 
program, to see how i t  fits with our system. So just to 
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give you these numbers, I warn you not to think that 
you can make a choice on the next generation. 

Mr. Herold Driedger: I would not want to suggest that 
I would like to make a choice like that. But I think there 
is some degree of comparison that can be made, 
particularly with the environmental costs associated with 
either option. 

With respect to your export negotiations, most of 
the negotiation at the moment has been made with the 
Southern States at this moment. Are you exploring 
seriously with Ontario? 

* (1150) 

Mr. Derry: Mr. Chairman, we are presently exploring 
options with Ontario Hydro which we have been doing. 
We signed the 200-megawatt 1998 sale in August of 
1987. In that agreement it indicated we would continue 
negotiating on a larger sale in the range of 400 
megawatts to 1,000 megawatts. We have continued 
this. We have had meetings. In fact we had a meeting 

,;I in August of this year. We are meeting on October 27 
in Toronto to talk further on these negotiations. 

Mr. Herold Driedger: Are these firm power or diversity 
exchanges? 

Mr. Derry: No, this would be a firm sale. We do not 
have diversity because we are both winter peakers. 

Mr. Herold Driedger: Then if these particular 
negotiations do bear fruit then this would again be very 
important in advancing the Conawapa option? 

Mr. Derry: The time frame that we are looking at for 
further sales is around the year 2001, 2002 at which 
time we have assumed that at that point in time we 
would have another plant on the Manitoba system for 
the Manitoba load and have this excess that you talked 
about. We would try to tailor our sale in that way. 

Mr. Herold Driedger: With your going into these 
negotiations and if a decision is made, and again you 
are talking 2001 forward, right now we are doing forward 
thinking and forward negot iating and forward 
contracting and we need to know, I understand also 
from one of the first comments made by Mr. Beatty 
that essentially that - or it was Mr. Ransom-a decision 
for no go on Conawapa for 1999 in-service needs to 
be made-what, next year? 

Mr. Beatty: Probably during the summer of next year, 
'89. 

Mr. Herold Driedger: And a power sale would have 
no bearing on that particular thing? Actually what you 
are assuming right now in the negotiations is that you 
do have this kind of capacity surplus to your needs 
that you will be able to deliver on? 

Mr. Beatty: Yes, as Mr. Derry pointed out, the 
negotiations centre around a contract beginning well 
after the date that we expect additional generation to 
be in place by. 
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Mr. Darren Praznik (Lac du Bonnet): My question is 
directed to Mr. Beatty, and it has to do with maximizing 
existing capacity in Hydro's product ion system. It was 
alluded to earlier about some additional capacity along 
the Winnipeg River. I was wondering if Hydro had an 
estimate of how many megawatts yet could be extracted 
from the existing dams on river. 

Mr. Beatty: I will have to consult with Mr. Fraser on 
that point. It is not large. If I could just take a moment, 
Mr. Chairman. 

Mr. Fraser advises me that we do not have a number 
but it is very small. He just reminded me that in years 
like the summer just past, we did not have enough 
water in the Winnipeg River to even use the plants. So 
what we are talking about there in terms of potential 
are really very small. 

Mr. Praznik: Again a question to Mr. Beatty, the existing 
dams on the Winnipeg River are some of the oldest 
dams in the Manitoba Hydro system. Is there the 
possibility of making those facilities more efficient with 
existing water flows? What cost would be incurred in 
doing so? 

Mr. Beatty: I believe there is some room for efficiencies. 
I do not have, again, the cost number. If I may consult 
once again with Mr. Fraser. We do not have the numbers 
here I am afraid, but there has been some investment 
in the past in a couple of plants to produce some greater 
efficiency. Our engineers are currently looking at a 
couple of others, but I do not have the numbers at the 
moment and neither does Mr. Fraser. 

Mr. Praznik: Mr. Chairperson, I take it then the 
Winnipeg River option of providing any significant 
electrical power additions to the system is really not 
there, that the system on the Winnipeg River is really 
at its maximum now, and given current technology there 
is not too much upgrading that can be done on these 
dams? 

Mr. Beatty: Taking into account the economics, that 
is correct. 

Mr. Storie: Mr. Chairperson, a couple of issues perhaps 
more directed at the Minister. First, Mr. Orchard's 
comments have to be put in context. I am not sure 
that Mr. Orchard understands what he is talking about 
when he talks about environmental damage. I would 
hope he would be aware of the environmental damage 
that was done to the northern part of Manitoba that 
disrupted the lives of the people in South Indian Lake, 
Nelson House and those communities, which have 
ended up costing us or will cost us hundreds of millions 
of dollars in compensation payments and damage 
payments. 

The Wuskwatim option, while it needs to be 
maintained as one of the options Manitoba Hydro has, 
is an extremely expensive option in many respects, 
socially not the least of which. The Cabinet did in fact 
indicate that was not the preferred option, and I believe 
the Manitoba Hydro Board , while they were continuing 
their review of the option of Wuskwatim, was more than 
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aware of our concerns over that option. l t  is also true 
that the Upper M ississippi  Power Group negotiat ions 
were premise d  o n  the  C o n awapa because of t h e  
magnitude o f  t h e  sale, so w e  should not lose sight o f  
that. 

No.  2, I think it  is also i nstructive that what we heard 
here refutes a lot of the rather frivolous comments we 
heard  over t h e  l ast few years f r o m  b o t h  t h e  
Conservatives a n d  t h e  L iberals. When i t  came to the 
q uestion of the need for addit ional generating capacity, 
we have heard that Conawapa wi l l  be requ i red at some 
point tor d omestic use. The current f igu re being used, 
g iven al l  of the basic assumptions, is 1 999. The fact 
is  that we wi l l  need addit ional transmission faci l i t ies. 
Whether i t  is Si-pole or Conawapa or some other faci l ity 
for a smaller project, we do need those things. Manitoba 
wi l l  need those things. 

No.  3 ,  contrary to what the Mem ber for Niakwa ( M r. 
H .  Driedger) seems to assume, the hydro-electric option 
is  the best option for Manitoba. l t  has proven to be a 
winner for other people with whom we have had 
negotiations and sales. I would  ask M r. Derry whether 
any of the options that any of the groups involved in 
the Upper M ississippi  Power Group, whether any of 
their options woul d  be more cost beneficial than the 
Manitoba Hydro option? 

Mr. Derry: Mr. Chairman, I cannot really answer that 
q uestion because I do not know al l  the options that 
somebody else has. For me to say yes or no would  
not  be right either, so I cannot answer it .  

Mr. Storie: M r. Chairperson ,  perhaps I can be more 
specific. I am assuming that M r. Derry has some 
knowledge of what f lu idized bed combustion un its are. 
Certainly we know what thermal generating un its are. 
Are e i ther  of t hose o p t i o n s  less expensive? C a n  
Manitoba Hydro n o t  compete very effectively with t h e  
known options a t  t h i s  point? 

* (1200) 

Mr. Derry: We could compete with the f lu idized bed 
option. I n  our negotiat ions, that was one of the options 
that we were looking at. 

Can I just add something to that? Of course, there 
is transmission involved i n  th is option as wel l  that is 
quite costly, that h as to be added to that cost when 
we are compet ing.  

Mr. Storie: I bel ieve the president of Manitoba Hydro 
made i t  clear and M r. Derry did as wel l  that we h ave 
been very successful in the last few years in negotiating 
extra provincial sales to areas of the continent that 
currently use thermal generation as one of their primary 
options. We stand to be successful  into the future. I 
th ink that is the opin ion of Manitoba Hydro staff. I th ink  
it is  most independent observers op in ion  as  wel l .  

A fol low-up q uestion ,  could the M i nister ind icate 
whether after M ay 9, before t h e  J u ly meet i n g  or 
subsequent to the July meeting i f  the M i n ister wants 
to d iscuss it ,  he had any d i rect d iscussions, involvement 
with the negotiat ions with the Upper M ississippi  Power 
Group? 

36 

l\llr. Neufeld: l t  should be noted that the negotiations 
had ended in  a Memorandum of Understand i ng by 
February of 1 986. 

From February of 1 986 to September 1 987,  there 
were n u merous meet i n g s  in w h i c h  concerns  were 
expressed by the Upper M ississippi  Power G roup.  In 
September of 1 987, they requested more t ime to 
consider their alternatives. Between September of 1 987 
and M ay 9 of 1 988, when M r. Storie left office, i t  was 
a m p l e  t i m e  for  h i m  to h ave p u rsued t h e  U p pe r  
M ississippi  Power Group and negotiate. From M ay 9 
to June of 1 988 or J u ly of 1 988 when the meet ing was 
held,  and we knew there was to be a meet ing ,  so, no ,  
we would not. We waited for  that meet ing.  That was 
with in  a month and a half away. I f  that constitutes 
bungl ing ,  I suggest that the wait ing from September 
to M ay also must constitute bungl ing.  

l\llr. Storie: First the M i n ister is incorrect when he 
suggests that there were no other meetings. M r. Derry 
indicated that in fact there were meetings in December. 
There was a d raft prepared and the M i nister has seen 
a copy, I bel ieve, as of January 12, 1 988.  

My question to the Min ister is, g iven that negotiations 
appeared to be in  trouble as of J uly, did the M in ister 
instruct the negotiat ing committee to ascertain what 
problems existed , what Manitoba Hydro, Manitoba 
might do to alleviate them, what we could do to get 
negotiations back on track? Did the M i nister take any 
constructive action whatsoever? 

l\llr. Neufeld: I d iscussed with both M anitoba Energy 
Authority and the Manitoba Hydro personnel these 
matters. My instructions were, business as usual.  The 
negotiations with whomever they were in whatever area 
they might be for Manitoba Energy Authority, there were 
many other negotiations as wel l ,  that they should 
continue in  the same manner as they had unt i l  further 
notice. I am not going to come into the office on M ay 
9 and immediately issue instructions for changes. I d o  
n o t  t h i n k  that is very bright. 

Mr. Storie: I think we are becoming a l itt le more 
perplexed here. The Min ister has now said ,  despite the 
fact that he knew negotiations were fai l ing ,  he said 
business as usual.  I th ink that a representative of the 
people of M an itoba and responsible for M anitoba 
Hydro, knowing that a $4 bi l l ion sale was in  jeopardy, 
would have involved h imself. My q uestion was, d id  you 
issue any specific instructions to M r. Derry or anyone 
else asking for the stum bl ing blocks of negotiations, 
ask i n g  for potent ia l  o p t i o n s  t o  overcome t h ose 
stumbl ing blocks, d id  you ask or involve yourself in 
any of those issues? Did you ask to meet with anybody 
involved in  the negotiations? Were you not concerned 
that a $4 bi l l ion potential revenue agreement with 
Manitoba Hydro was going down the tubes? 

Mr. l\leufeld: Again ,  M r. Chairman, M r. Storie picks 
numbers out of the air. The $4 bi l l ion is again an 
arithmetic equation that comes from less than a b i l l ion 
dol lars of sa le mu lt ip l ied by years of i nflat ion to come 
u p  to $4 b i l l ion .  

I reject that  somebody coming into office o n  May 9 
should immed iately issue instructions to anyone.  I t h i n k  
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the first duty of a new Min ister is to acquaint h imself 
with the department and acquaint h imself with the 
problems and have confidence in  his staff. I wonder, 
if i n  those six weeks when we knew there was another 
meet ing coming ,  i f  in those six weeks I should have 
issued instructions of any k ind ,  what should the former 
M i nister have done i n  h is previous six months and what 
did he  do? I th ink that we did exactly what he d id .  H e  
left and w e  left it u p  to t h e  Manitoba Energy Authority 
and Manitoba Hydro to do the negotiations, and that 
is  as I think it should be. 

Mr. Storie: The M i nister is i ntentionally m issing the 
point .  The point is  that he knew negotiations were 
f loundering in J uly. He had from May to Ju ly to acquaint 
h imself with the d ifficu lties. My question was, d id  he 
make any effort to acquaint himself with the difficulties? 
After  it became a p p arent  t h e  n e g o t i a t i o n s  were 
floundering,  d id  he d o  anything to salvage them? Did 
he take any action on behalf of Manitoba Hydro? Did 
he take any action on  behalf  of the people of Manitoba 
and the ratepayers to salvage a deal  worth $4 bi l l ion? 

lt i s  n ot playing with numbers. lt is i n  as received 
d ollars, real dol lars to be received by Manitoba Hydro. 
M r. Chairperson,  the question remains. D id he take any 
constructive, rational action that any executive i n  any 
corporat ion would h ave done to salvage a deal of th is 
size? Did he d o  anyth ing? 

Mr.  Neufeld: The problems i n  the negotiat ions were 
not that there were obstacles that Manitoba Hydro could 
do anyth ing about. The problems in negotiat ions were 
that the Upper M ississippi  Power Group were look ing 
at  alternatives. I f  they have got  an alternative to power 
that is  less costly than what Manitoba Hydro can 
provide, then how can we issue instructions to change 
the negotiations so that they might again continue their 
negotiations to purchase the power at a cost which 
was g reater than what they can get alternatively. 

I might say that in formation in the f i les that were 
t u r n e d  over to me i n d icate m u c h  s o o n e r  t h a n  
September there were suggestions b y  Upper M ississippi  
P ower G roup that alternate sources of power may be 
less costly and they might want to look at alternatives. 
If it were necessary to  change the d i rect ion of the 
negotiations, the M i nister might well have done it .  

Mr. Storie: I f  the M i nister's f inal comments do not 
indicate bungl ing, then I d o  not k:1ow what d oes. He 
is now suggest ing that the stu m bl ing block m ay have 
been price. lt is  o bvious that he does not understand 
negotiations. Northern States Power or any group that 
is negotiat ing a deal with Manitoba Hydro is not going 
to come and say, yes, that is f ine. We wil l  pay that 
price. They negotiate in what is their best interests, 
and to get a lower price is i n  their best i nterests. That 
is obvious. 

My q uestion was, did the M i nister take any action 
to f ind out what the problems were? Did he make any 
c o u n t e r p roposa ls?  Was t h e re room f o r  
counterproposals? Certainly if t h e  benefit-cost ratio was 
2.3 or 2 .2 ,  there is  some room for Manitoba Hydro 
here. l t  would sti l l  be a tremendous deal for Manitoba 
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Hydro. The question remains, why did the M in ister not 
take any action? Why did he not attempt to resolve 
some of those problems? 

A further q uestion arises, is the same process now 
in p lace, the same demoralizing process i n  place with 
O ntario Hydro? Are we bungl ing another? Has the 
M i n ister involved h imself in  any of the questions that 
relate to those negotiations? Are we satisfied that we 
are on the right track when it comes to those very 
important negotiations? Or is it more the case that this 
M i nister for his own particular i deological reasons does 
n ot want these sales to proceed,  wants to m aintain the 
status quo,  as the chairman of M anitoba Hydro has 
suggested , wants to continue to have Manitoba Hydro 
h idebound and i nward looking,  rather than looking at 
a resource which has the potential to  create wealth for 
M an itoba? Is  that the problem? 

* ( 1 2 1 0) 

Mr. Neufeld: I do not th ink that my record has to be 
defended at al l .  I wi l l  not come into office, into any 
office, and immediately issue instructions for change. 
I think that is utter nonsense. If that is what the Member 
for Fl in Flon (Mr. Storie) is suggest ing ,  then I cannot 
agree with it. 

We came into office and we looked for the-we have 
to find  our way fi rst of all. The first th ing you do is you 
get to know your department, and then you d iscuss 
with your people the k ind of problems there may be, 
and you instruct the people who have been negotiat ing 
i n  th is case to carry on.  You do not get involved i n  
negotiat ions a s  a newcomer, a n d  I do n o t  t h i n k  you 
get i nvolved in negotiations as a M i n ister at any t ime,  
because that is something that the professionals should 
be doing.  

Mr. Ransom: Perhaps, M r. Chairman , I could j ust cast 
a l ittle l ight on what happened here, in that it  was last 
fall that the Upper Mississippi  Power Group asked for 
a period of t ime through to the end of June 1 988 to 
come to a decision as to whether they wanted to 
p roceed with this agreement. 

At the t ime that the Government left office, I had the 
opportunity to participate in  the transition team and 
we were asking for outstanding issues that had to be 
dealt with right away, plus there were brief ing materials 
provided to the M i nister as to what action would have 
to be taken with respect to some of these issues. 

I can tell the committee that M r. El iesen d i d  n ot 
recommend that any action be taken with respect to 
the Upper M ississippi Power negotiations, that they 
would respond at the end of June. They responded at 
the end of June and for various reasons-and I th ink 
M r. Derry or M r. Thompson can correct me if I am 
wron g -not just price, but  it was matters of  internal 
problems within the the group of power companies that 
are involved in that Upper M ississippi Power Group. 
They came back to us and said ,  we do not want to 
p roceed with t h i s  arrangement .  I s  t h at a correct 
i nterpretat ion,  M r. Derry, that they d id not want to 
p roceed with the arrangement? 

Mr. Derry: l t  was Northern States Power, one of the 
group ,  that indicated that they would  not be participants 
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to this arrangement. N ow you have got to  real ize they 
are one of the biggest of the group. The other smaller 
ones could not pick up such a large commitment on 
their own. Therefore, the project of that size was put 
off, let us say. As an alternative, Northern States offered 
this 230 kV l i ne alternative with some of these people 
participat ing.  

Mr. Ransom: That is what is  now being pursued , M r. 
Chairman, is that for an arrangement, for a deal to be 
made, it takes more than s imply announcing one. There 
has to be a wi l l ing buyer and a wi l l ing sel ler. In th is 
case there were no wi l l ing buyers for t hat deal contrary 
to it  having been announced in  February of 1 986. By 
the end of June 1 988, they did not want to proceed . 
We are n ow proceeding with the next best arrangement 
that can possibly be negotiated with that group. That 
is where we are at now and that is what the committee 
has been informed of earl ier. 

Mr. Storie: M r. Chairperson ,  I remind the chairman of 
Manitoba Hydro ( M r. Ransom) that in fact there was 
a Memorandum of Agreement d u ly s igned by the 
Government and the Upper M ississippi  Power Group. 
Including al l  of the then participants t here was an 
u n derstand i n g  t h at we w o u l d  negot ia te  a d e a l .  I 
acknowledge t h at there h ave been prob lems .  M y  
question was not what happened between September 
and July. From M ay 9 to J uly, I would have hoped that 
the M i nister responsible was fam i liarizing h imself with 
some of the potential problems. After J uly, I would  have 
hoped that in l ight of the fact that he is the chief 
executive officer of Manitoba Hydro, the leader of 
Manitoba Hydro, that he woul d  have i nvolved h imself 
i n  those failed negotiations,  that he woul d  have tried 
to get them back on track.  

I know for  a fact that  if  Investors Syndicate had a 
$4 bil l ion contract on the l ine and it was fai l ing ,  that 
the chief executive officer would have said ,  what the 
heck is  going on ,  and done something to t ry and settle 
i t ,  trying to get i t  back.  Any company deal ing with a 
sa le  of t h a t  m a g n i t u d e  w o u l d  h ave h a d  s o m e  
involvement from t h e  t o p .  What w e  have h a d  is saying ,  
well I d id  not  want to get  i nvolved.  That is not  good 
enough and it  begs the q uest ion,  is the Min ister not 
getting involved in  setting pol icy and in  being aggressive 
in promoting the i nterests of Manitoba Hydro? When 
i t  comes to sales to Ontario Hydro, is he  taking the 
same k ind of hands-off a pproach , bury-the-head-in­
the-sands approach to those negotiations, or is there 
any i nterest i n  beco m i n g  i n vo lved a n d  p rovi d i n g  
leadership on th is quest ion? To t h e  Min ister. 

Mr. Neufeld: I hesitate, but I am not q u ite certain what 
M r. Storie expects someone to do when the buyer has 
said no. I mean it is not, as I said earlier, l ike a vacuum 
cleaner salesman running to the d oor and fast sel l ing .  
As you said ,  it is a m ajor contract and people th ink a 
long t ime before they enter into such a contract . If they 
decide for their own reasons that they do not wish to 
proceed,  then t hey do not wish to proceed and there 
is  nothing that can be done to encourage them to 
proceed, except to keep the door open for negotiat ing 
a contract in  the future, and that has been done. 

Mr. Storie: M r. C h a i rperson , I hope the M i n ister 
responsible for Hydro is not suggest ing for a m inute 
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that every t ime one party in a series of negotiations 
says no,  that nothing happens. Many, many sets of 
negotiations have been concluded after there has been 
a snag . My question was d id  the M in ister do anything 
t o  a t t e m p t  t o  resolve the c u r re n t  sta l e m ate i n  
negot iations, the exist ing problem since J u ly? The 
answer is o bviously no.  He did nothing and he seems 
prepared to suggest that k ind of an attitude toward 
s o m et h i n g  as i m portant  as M a n i t o b a  H y d r o  i s  
acceptable. I do not t h i n k  it  is. 

Mr. Chairperson ,  I would l ike to move on to another 
quest ion ,  perhaps to M r. Beatty or M r. Derry. Perhaps 
either one of those gentlemen or the M in ister can 
provid e  the answer then. I would certainly accept that. 
Can the M i n ister ind icate then what the value,  what 
the revenue is  i n  as received dol lars, what will the value 
be of the contracts, the Northern States Power contract, 
the Ontario firm power sale, and the NSP summer sale? 
Can we have a bal lpark f igure of the revenue value of 
those in  as received dol lars? 

Mr. Beatty: I would ask M r. Paul Thompson to  address 
that q uestion for those sales. 

Mr. Storie: J ust a bal lpark, I am just looking for a bal l  
park. I wi l l  not hold you to the penny. 

Mr. Thompson: I was hoping you were going to pick 
M r. Derry. 

Mr. Storie: Wel l ,  I gave al l  three of you a chance. 

Mr. T h ompson: I am afra id  I do not h ave that  
information off the top of my head. 

Mr. Storie: Bal l  park, g ive or take $50 mi l l ion .  

Mr. Thompson: I w i l l  j ust  say o n e  t h i n g ,  you 
interchanged value and revenue. I want to make it clear 
that what I am going to speak to is the revenue,  not 
the value of the sale, which is the d ifference between 
that and cost. 

* ( 1 220) 

The revenue, to the best of my recollect ion,  the last 
est imate that we made say for the Ontario Hydro, 200-
megawatt sale, in  as received dol lars was pretty close 
to 500 mi l l ion ,  .5 b i l l ion .  The revenue in  as received 
dol lars for the 500-megawatt sale to Northern States 
Power is  approximately $2.3 b i l l ion.  The 200-megawatt 
summer sale to Northern States Power from 1 993 to 
'96, it is a lot smaller. I th ink it is something l ike $40 
mi l l ion .  Like you suggested,  I am including escalation. 
They are as received do l lars, and I th ink the escalation 
that we are using is around 5 percent. 

Mr. Storie: So what we are talk ing about then is roughly 
$3 b i l l ion worth of export sales having been concluded 
since 1 984. 

M r. Chairperson ,  then the fol low-up question I guess 
is the current d i lemma that you have with respect to 
the Upper M ississippi  Group is that the arrangement 
that NSP was involved with the other partners has not 
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been deemed to be satisfactory, and there are some 
other problems perhaps. You did ind icate in  the piece 
of information we got with respect to the negotiations, 
indicated that a potential sale of 350 megawatts is 
possib le using a d i fferent transmission arrangement 
and so forth .  Is  it your view that sale, if it was concluded , 
wou l d  necessi tate t h e  const ruct ion  of a n o t h e r  
generat ing plant,  Conawapa? 

Mr. BeaUy: I would  ask M r. Derry to comment on that 
in detai l .  

llllr. Derry: A s  a quest ion,  w e  take i t  a s  if  we h a d  a 
350-megawatt sale, just a sale on that new l ine, would 
it  advance or start Conawapa at the next plant, let us  
say? Again  it wou ld  depend upon when the sale began 
and when the requ i rement for the new generation in 
M anitoba would  be. If  we negotiated it  to fall one year 
after the requ i rement, then I woul d  say, no, it  did not 
advance. 

llllr. Storie: l t  was in  the 1 994-95 range. 

llllr. Derry: I f  i t  was in '94-95, I woul d  have to say I 
would expect that it would advance the i n-service d ate 
for the next plant. 

Mr. Storie: My next q uestion is to the M i nister. G iven 
that i t  is  sti l l  possible that an extra-provincial sale, and 
I wou l d  say hopeful ,  let us hope that happens, is 
possible, and would  requ ire another generating station, 
is . the M in ister now prepared to say that what M r. 
Ransom suggested, that they are not going to p ursue 
extraprovincial sales to requ ire generat ion,  would  that 
be set aside, would  that view be set aside and woul d  
w e  see t h e  construction o f  Conawapa, which would 
create something l ike 20,000 jobs as wel l  as tremendous 
revenue for M anitoba Hydro? 

Mr. Neufeld: I have said before and i wi l l  say it  again ,  
as  M r. Ransom has  said ,  we are  keeping al !  options 
open. If  a sale should be negotiated that makes another 
generation worthwhi le,  we would certain ly have to look 
at that as an option, yes. 

llllr. Beatty: I would just l ike to point out some of the 
q uestions that are being asked now involve a n u m ber 
of dependencies and are very d ifficult  to answer. Some 
of them are extremely d ifficu lt  to  answer on the t iming.  

Basically, I want to point  out that we plan for  Manitoba 
load . Basical ly that is the situation.  Our circumstances 
in  terms of avai lable capacity, what is avai lable for 
export wi l l  d i ffer this year from the situation we are in 
live years from now. Export sales must fit our basic 
planning.  That is to say the tai l  is wagged by the dog,  
not vice versa. Those circumstances are going to change 
as we move through our load growth,  as we move 
t h ro u g h  t i m e .  That  p e r h a p s  causes s o m e  of  t h e  
confusion here, I th ink ,  on some o f  these points. Having 
said that, I wonder if I could ask Paul Thompson to 
make a clarification on the recent d iscussion.  

Mr. T hompson: i t  i s  our bel ief  that  t h e  m ost  
advantageous arrangements that we cou ld  come up  
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with  are ones that would not  requ ire the advancement 
of the next generating station, Conawapa -( lnterjection)­
advancement from when it woul d  be needed to meet 
Manitoba's load. In other words,  we bel ieve in our 
negotiat ions that would  be the most advantageous 
arrangement that we could come up with. I f  a ut i l ity is 
interested in  purchasing,  say, 350 megawatts, we think 
that the best arrangement we could make with them 
would be one that would t ime that so that it d id  not 
advance Conawapa. Hence the reason for our d irection, 
which we said is not try to advance the next generat ing 
stat ion.  H owever, if in  our negotiations, a ut i l ity was 
interested in something and would pay a good premium 
that would require the advancement of Conawapa, we 
would certainly bring that back for d iscussion.  

Mr. Beatty: Just to add to M r. Thompson 's point,  the 
possib i l it ies of a revised deal  with the U M PG group 
based on a 230 kV interconnection are just currently 
being examined by our technical people. These have 
not even begun to move up into the senior management 
decision process. That has just begu n  at this point in 
t ime.  So we have not done any thorough evaluation of 
this. 

llllr. Kevin l..amoureux (lnkster): A question for M r. 
Beatty concern ing when M anitoba Hydro goes out to 
pursue future sales of our power, what are they basin g  
their sales pitch on in  terms o f  the cost? Are they sel l ing 
i t  on our cost of  L i m estone?  I u n d erst a n d  that  
Conawapa Dam is go ing  to be cost ing double what 
Limestone costs. Should we not in fact be sel l ing basing 
on the cost or future sales based on realistic costs that 
M anitobans would  be expected to pay in  the future? 

Mr. Beatty: Al l  those considerations are taken into 
account.  This is gett ing into an area that involves a 
n u mber of parts. I wonder if I cou ld  ask M r. Thompson 
to just outl ine briefly the basis under which our business 
development people approach sales. 

Mr. T hompson: Well ,  obviously we try to get the highest 
p r i c e  we p ossi b l y  c a n .  Certa i n ly, o u r  costs are 
considered in  that .  The terms of an agreement could 
take any form.  The one that  we have with Northern 
States Power is related to their alternat ive cost, which 
we have assured ourselves is substantial ly above our 
cost. That does not mean that i n  a future negotiation 
we would not base it on, say, the cost of the Conawapa 
plant. l t  just depends on the form the negotiations take. 

Mr. l..amoureux: Through M r. Thompson , maybe he 
can answer, if we had the costs of Conawapa on 
Limestone, do you th ink Northern States Power would  
have made the purchase? 

Mr. T ilompson: T h e  eva l u at i o n  t h a t  we m a d e ­
Limestone was only part o f  that evaluat ion.  I n  the 
evaluation , there were also the effects that it had on 
subsequent stations and,  in  our evaluat ion,  it advanced 
the Conawapa plant and the Wuskwati m  plant.  The 
price that was set related to their  alternative cost 
included al l  of those effects. In other words, our 
evaluation included that ,  and we have satisfied ourselves 
that the price was high enough that it more than covered 
all of those costs . 
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Mr. Chairman: Shall the reports of the Manitoba Hydro­
Electric Board pass? 

An Honourable Member: No. 
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Mr. Chairman: The hour being 1 2 :30 p . m . ,  is it the 
wi l l  of the committee to rise? (Agreed) Committee rise. 

COMMITTEE ROSE AT: 12:30 p.m.  




