
PUBLIC UTILITIES COMMITTEE 

i.O:OO a. m., Tuesday, March 12, 1974 

CHAIRMAN: Mr. Harry Shafransky. 

MR. CHAIRMAN: Would you like to introduce the chairman, Mr. Premier? 

1 

MR. SCHREYER: Well, Mr. Chairman, and Members of Committee, the meetings of 
this committee relative to Manitoba Hydro were scheduled for the 19th and 21st, there was 
some change in plans which make it possible tv meet this morning in addition to the 19th and 
21st. I have no lead-in or introductory remarks, Mr. Chairman, except to indicate that it's 
the annual report that will serve as the basis for Mr. Batema:J.'s introdu�tory remarks flowing 
from the report, and matters flowing therefrom. So I'll simply call o:1 Mr. Bateman at this 
time. 

MR. CHAIRMAN: Do I understand you wish we proceed with the actual report or have 
the introductory rema::-ks first? 

MR. SCHREYER: Well, I suppose it's sema:J.tics, Mr. Chairman, but it is the report 
that is before the Committee and it's certainly convenieat for Mr. Bateman to ma'"e his intro
ductory remarks in a sense flowing from the annual report that's before the Committee. 

MR. CHAIRMAN: Fine. Mr. Bateman. 
MR. BATEMAN: Chairman, Members o£ the Committee, Mr. Premier, I would like to 

just say a few words if I may by way of introd·u.ctioll to the an;mal report. It's beea a year in 
which we have had some rather significant achievements. We a::-e bere this morning to answer 
any questions, and we have some members of o:.tr staff here who will also be in a �Josition to 
make contributions if it's needed. I think that the Chairman has indicated chat we are going to 
deal with the An 1ual Report and then I can have a fe# moments to talk abo:.tt some of the thin,;?;s 
that I would like to talk about;an.d if you wouJ.d like to proceed through this report now. Are 
you going to take us through it Mr. . . . 

MR. CHAIRMAN: Yes, page 1 pass? Mr. Craik. 
MR. CRAIK: This page 1 contains the ChairmarJ.'s comments, like his submittal state

ment. This is probably the place to deal with the broa:i picture of what e·ventually he wants to 
bring to the attention of the Committee. It's a general statement and what we ·.vant at this point 
is a general picture updating from twelve months ago. 

MR. BATEMAN: Yes, well I'm quite happy to do that, Mr. Chairma'l. Well, I think just 
to refresh the gentlemens' memory here I would like to just go back to the Act and Section 3. 
The intent a::td purpose of this Act is tv provide for the continuance of a supply of powe::- ade
quate for the needs of the province and to promote economy and efficieacy in the generation, 
distribution, supply and use of power. That sets out the terms w1der which we are supposed to 
operate and that is what we do our best to make sure we do to pro-vide an adequate supply of 
power to meet the needs of the pro7ince. 

Now, electricity as we know it is one of the items of energy consumption in the Province 
of Manitoba. It's not the major item of energy, it provides ahou� 15 P·�rceat of Manitoba's 
energy requirements, bllt it wasn't too many years ago that, I'm sure many of you can remember 
the days when coal was a more prominent fuel than it is today, and !n those days electricity 
was perhaps less than 5 percen.t - less than two generations ago, in the order o� 5 percent of 
the e:�.ergy requirements of the Province of Manitoba. Now, in addition to energy needs groN
ing in all sectvrs, all of the energy requirements of the province are growing, electricity has 
been growing faster than other forms of energy use a.1d I don't think it takes much imaginatiocl 
to wonder why this is so. It's such a convenient form of energy to ::tse. It has also, as I point 
out, been growing at a faster rate than the total energy requirements of the province. and it 
points to the fact that society itself is becoming more a1d mo:-e depe:1de:1t upon a reliabJ.e 
supply of electricity. Now, the growth rate that we saw in the :.�se of energy really came abou: 
by the very low cost fossil fuels that were avai lable to us in the form of natural gas and petro
leum, and those fuels perhaps caused us some lack of appreciation of the value of energy, the 
low price at which they were available; but I thin�{ those days are rapidly coming to a close 
and we anticipate that as the price of fossil fuels and natural gas increase that the dema'ld on 
the electrical supply system will likewise increase, because I don't think our costs are go:ng 
to go llp ::�early as rapidly as the other forms of energy; and of course, the increasing depend
ence upon our product that society has come to take it for granted. We walk into a room a1d 
we are rather surprised if there lsn't a light on or if there isn't a light that can l:Je put oc1. 
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(MR. BATEMAN cont'd) .. ... When power is interrupted to this system, it makes news be
cause we always think it should be there under a:1y conditions, so society has become increas
ingly depeadent upon our product and of course we have bee:1 very concerned about the increas
ingly dependability of our supply. 

Now, Manitoba is fortunate in that it is a province which has an abur1dant supply of water 
power but it hasn't many other indigenous forms of energy. I think we must look ba::::k to 1966 
when the decision was made to develop the Nelson River, and that decision was reaffirmed by 
the Governme!lt of today, and I think we will all have to agree that this was a very wise course 
of a�tion to follow. I think that we should hopefully proceed 1ow to develop the remaining hydro 
resources in a'J. orderly and logical manner and what we are trying to do is just that. We are 
proceeding with the job of harnessing the Nelson River, of providing for a'l assurance in the 
supply of water to those plants we are building on the Nelso:1 and also improving the operational 
characteristics of those pl_ants by diverting the Churchill River into that Nelson system. So, 
the obje::::t of regulating the Nelson is to provide a flow pa�tern that mo_...e nearly meets the 
requirements of Manitobans in their use of electricity; and of course, diverting the Churchill 
improves the utilization of those plants. 

Now, we've had some stormy years. I think we have to admit that there are people in 
Ma•1itoba that don't agree with the procedure that we are following of harnessing the Nelson 
and diverting the Churchill. I'm not quarrelling with those views. I think that this is a country 
that people are entitled to have views, they're also entitled and free to express those views, 
be1t we have both the Provincial ma:1date and the Federal mandate to proceed with these prog
rams and this is what we are a�tempting to do with all the speed that is required to ensure that 
we do have an adequate sup;:>ly of electricity. 

We are not alone in the fact that we are experiencing rising c osts. Everybody is aware 
these days of the pressures that are forcing costs of almost every commodity you can think of 
in an upward direction and we are going to need moee revenue. But I think the importance of 
Hydro :.L1der these conditions is that once the plants are built, the costs are relatively fixed 
for the life of the project, and that is a great asset in a day when we have seen the short course 
of the last six months, prices in the order of several hu:'ldred percent increases in some of the 
fossil fuels. I certainly wouldrr't like to !:le running a system that had to buy oil or coal as its 
basic source of energy because there would be no way you could avoid rate increases on almost 
a monthly basis. As a matter of fact, there is quite a program on in several United States 
utilities to co:1serve electricity. The whole country, as you know, has some supply problems 
in their fossil fuel areas. I was told about one of our staff holidaying in San Diego who seat a 
letter back which was rather interesting in that this lady had written to the editor complaining 
about the fact that her light bill - she had done everything she was told to do. She put the ther
mostat down. She shut the !ights off and she conserves energy in every way possible but every 
month her light bill went up. She wondered why. And the San Diego, that's the Pacific Light 
and Power, I think it is in that area, had written back to say that it was like trying to bale a 
boat with a sieve because they had had five rate increases since last October due to the price 
of oil going up and so on. I am glad in our case, even though we are going to need more reverrue, 
we certainly can look forward to stable prices for our product in the years ahead. 

Well that, Mr. Chairma'1, I think, completes the general remarks I wanted to make about 
the wisdom of pro�eeding with the project. We have some maps behind me which indicate that 
these projects have a significant impact upon the lives of Manitobans. We have on this map 
over here, indicated the number of jobs that are going to be filled this summer at the peak of 
employmeat, and I think that some of our people would tell me that this is a conservative esti
ma�e. but there are roughly 4, 500 people employed on these various projects of ours in northern 
Manitoba, and that's q•.1ite a significant impact on any economy. 

MR. CHAIRMAN: Page 1 pass? Mr. Craik. 
MR. CRAIK: I would like to direct some general questions to Mr. Bateman on the com

ments he has made. Before us in the Legislature, tabled yesterday, we have spending , or cap
ital borrowing requirements for Manitoba Hydro, 480 million dollars. which is something of a 
milestone in the capital borrowing requirements of the province. I think it represents for Olle 
year almost half of what was projected in 1965 to be the bi[lio:J. dollar project of the Nelson 
develop:11ent. 1 wonder, Mr. Bateman, if you could be a little more specific about what's 
happe·1ed to costs that you've referred to and of the requirements for this coming year, 'l80 
million dollars, how this fits in with what you expect to be the total capital requirements for 
the whole develop:11ent. 
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MR. CHAIRMAN: The Premiec. 
MR . SCHREYER: Mr. Chairman, I wonder if I could just make this point, that with refer

ence to ·180 million approximately in so-called borrowing requirements there is a 1.eed to make 
a distinction between authority and actual borrowing requirements. Aut'1ority that is being 
requested may be in the order of 480 millio:J. but the bocn>wing eeq,tlrement.s would be "'"ry 
close to hal.f of that. I just feel tha': tha': distinction ought h be ob.3·3l'Ved. I'm sor:·y, Lhank 
you. 

MR. CHAIRMAN: And T Je!i eve that i:'1�;w just i ·1}Jl •e:l la:3t. ni.ght oe yesterday 1f�.er wo•.l. 

you will hav3 the oppo•·tunity to debate thos'� but if it is the wish to ;>nce:c).} al. i:his pa1:ticul�v 
time . .. 

MR. CRAIK: I do.1't want to debate, Mr. Chairma·1, I just thought it would be a good 
opportunity to get an explanation. I think there's a carryover into this year of 230 or 240 mil
lion in addition to what's requested ... At any rate whatever the figure is for 1974-75, I 
wonder if Mr. Bateman could give some indication of where we stand now in terms of total 
borrowing authority and what our overall requirements are likely to be? 

MR. BATEMAN: Well, of that money this year our capital program will probably be the 
largest for the next number of years anyways and it's about 268 million dollars, of which some 
34, I believe, is refinancing, of which - Bob, have you got any figures, is that about the right 
order of magnitude? 

MR. CRAIK: What, Mr. Chairman, would the refinancing be? 
MR. BATEMAN: Those are two issues that I'm sorry they're coming due because they 

are nice low interest rate issues. We will see those in the report I believe, they are shown 
here as series 1B 3-1/2 percent interest due March 15th, that's this week, and that's -what is 
the size of that loan? - 12 million. 

MR. CHAIRMAN: Order please. The one thing that we had not established was whether 
we were going to have this meeting of the Public Utilities on the a n n u a l r e p o r t o f 
the Ma:J.itoba Hydro have a transcript. I've just instructed-Mr. Sly will take note to get this 
meeting, the transcripts available to all members, so that if the members do speak into the 
mike we will be able to pick up their comments. 

MR. CRAIK: Mr. Chairman, on that then I gather that it will be recorded and transcribed? 
MR. CHAIRMAN: Right. (Agreed) 
MR. BATEMAN: The next issue, Mr. Craik, is a 5-1/2 percent issue due on the 20th 

of December of 1974. 
MR. CRAIK: Can you give me any indication out of the borrowing requirements what is 

required for capitalization of interest payments on wbat has already been borrowed. How 
much that bas been borrowed is being used to capitalize the charges until the plants get into 
operation? 

MR. BATEMAN: I could get those figures. I don't remember them off the top of my 
head, but the normal procedure, as you know, in these projects is to capitalize the interest 
during the construction period and when. the plant becomes operational then those interest 
charges on the money you borrowed have to be paid out of your operating costs. So the charges 
that we're faced with this year, the increase in revenue requirements this year really relate 
to the fact that Kettle Rapids is coming on-stream, so to speak and consequently, the deprecia
tion in interest charges are now appearing on our operating statements as opposed to being 
capitalized. 

MR. CRAIK: Right. Well, that was what I was wondering if we had any specific informa
tion o.'l how much is being capitalized, and how much of it has been put on on-stream? 

MR. BATEMAN: I think we have now capitalized - the board at a recent meeting has 
put eight units, the eight units that are operational now are all o:1 our operating accounts and 
the other four will likely come in this year. 

MR. CRAIK: Well, but your other construction. You have Jenpeg, and you've got 
Churchill Diversion .. 

MR. BATEMAN: Yes. 
MR. CRAIK: ... and these other o.�es that are under construction and have been for 

some time, presumably are being - the interest charges on those are being capitalized at the 
p resent time. 

MR. BATEMAN: That is correct. That is our normal practice. 
MR . CRAIK: There is no ready figures on this? 
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MR . BATEMAN: I can get those figures . 
MR . CRAIK: Okay. You made reference to having your clearances from both the Federal 

and Provincial Governments regarding the C hurchill. Is there determination yet as to the cost 
implications of the Federal license on the lower Churchill ? 

MR. CHAIRMAN: Mr. Bateman ? 
MR . BATEMAN: No. T here' s no conclusion ofthose discussions. We are in discussion 

with the Federal Government now 0:1 what they mean by some of those requirements in the 
license and we will not be able to say anything unti l those discussions have been concluded. 

MR. CRAIK: When are we likely to have some idea ? 
MR . BATEMAN: Well, I'm sorry I c an't give you a definitive answer on that. It took 

some time to get that license, as you know, and I just can't indicate how long it would take to 
complete those discuss ions. 

MR . CRAIK: Might be a couple of years ? 
MR. BATEMAN: It might be two years but I would hope not. 
MR . CRAIK: Can you give us any figures now on the diversion costs of Churchill, South 

Indian Lake and other - related costs ? 
MR . BATEMAN : Well, as you know, in the Churchill job we haven't yet let all the con

tracts . The Notigi structure is still to be let but--I'll leave the microphone . . .  Well, the 
Missi Falls structure is let and that contract is under way now and access , of course, is by 
winter road around this way. The diversion channel is under way and not entirely on schedule 
but not far enough behind schedule that we are concerned at this point in time. We've had a 
very severe winter up there, very cold weather, but we have that under way. The Notigi struc
ture is the one that tenders are due in on within the next month or so, and I can't give you there
fore a definitive answer on the costs but I can tell you one thing, that the costs are going to be 
going up. The estimate that we talked to you about this time last year of 109 million dollars, I 
think, will be perhaps 50 percent light. I would anticipate that costs on the C hurchill when it 's 
finished with all  the mitigation effects would perhaps be in the order of 150 million dollars. 

MR . GRAHAM: Did you say litigation or mitigat ion ? 
MR . BATEMA N: Mitigation. 
MR . CRAIK: By mitigation are you referring to the downstream requirements ? 
MR . BATEMAN: Well, I was referring to downstream requirements, not necessarily 

those that are referred to in the license but there are requirements on the Burntwood River at 
the town of Thompson,a new pumphouse, which we of course had contemplated,that price i s  
going t o  b e  higher than w e  anticipated. A l l  o f  these costs are escalating due t o  the escalation 
of labour costs and material is in short supply in a number of these areas. 

MR .  CRAIK: That figure 130 doesn't include the Notigi ?  
MR . BATEMAN: Yes, I hope the Notigi structure is i n  that 150. 
MR. C RAIK: It's included in the 1 50 ?  
MR. BATEMAN: Yes . 
MR .  CRAIK: Mr. Bateman, how does this compare with the original projected costs 

when you are talking high level ? 
MR . BATEMAN: Well, I don't have that figure with me, Mr. C raik, but it 's like asking 

me if I was building Plant A and comparing it with Plant B, regardless of what I estimated 
Plant A would have cost me in 1968, it would cost somewhat different dollars now. The curves 
I showed you in my pres entation last year have indicated the tremendous increases in labour 
costs that have been going on in this country. We are not the only ones that are affected by 
those increas es . I think the City of Winnipeg C ommis sioner of Public Works recently before 
the committee indicated that there was no way of making a realistic engineering estimate any 
more. E verybody now has to keep in mind that it' s  a moving target. The longer you leave 
these things off, the more they are going to cost. The idea is to get them built and into ser
vice as quickly as possible. 

MR. CRAIK: The contract was let in 1969 for p art of the same thing that 's  just been let 
in the last 12 months ? 

MR . BATEMAN: The Missi  Falls structure ? The contract wasn't let but we did c all 
for tenders a:1d that came in about 16. 8 mill ion dollars. If my memory is correct, we let the 
contract at Missi Falls for about 15 something, I 've forgotten the exact figure, but . . .  

MR . CRAIK: A different structure though i s  it ? 
MR . BATEMAN: It's a different structure, right. 



March 12, 1974 5 

MR . CRAIK: Wasn't the total though somewhere in the order of 38 million ? 
MR . BATEMAN : No, I've never had an estimate of C hurchill River Diversion as low as 

that. I think the lowest estimate that I can recall without any clearing, without any reservoir 
management, without any maj or replacements on the Burntwood, was, I think there was a mil
lion dollars for downstream effects and that was 49 point some odd million, as I remember it. 

MR . CRAIK: How muc:h of your 150 million is for clearing ? 
MR . BATEMAN : I think there is about 12 million dollars at the present time for clearing. 

That may not be all. There may be more clearing. 
MR . CRAIK: Has any part of the 150 - are you budgetting for any restitution costs for 

the Town of S outh Indian Lake ? 
MR . BATEMAN: Yes , there's some funds in that estimate for houses that are pres ently 

below the flood line that will  have to be replaced. 
MR . CRAIK: Are your costs significant ? 
MR. BATE MAN: At the present time there are about eight homes that I know of that have 

to be replaced. There are others within the severance line that could also be replaced but we 
have just undertaken to enter into a contract with Northera Manpower, I believe it is, to place 
eight homes in the townsite area for the eight that have to be removed from the flooded area, 
and that's a little over 100 thousand dollars for those eight homes . 

MR . CRAIK: The other costs on Southern Indian Lake are being borne then by other 
agencies in the upgrading of the community and you know, the fish plant requirements and other 
things , you have no obligations to these costs ? 

MR . BATEMAN: I think we will have a modest cost relative to fish ladders between the 
time that the water is raised and now, between now and the time the water is raised, to make 
it easier to get the fish in and out of the areas where these camps are built up on land high 
enough to be c lear of the flood plain. As far as the town itself is concerned, I think those are 
developments that are under way through other governmental agencies . 

MR . CRAIK: Your total costs then with regard to the community adapting and the people 
that use the lake adapting, are not significant in your overall costs. If there are costs, they 
are somewhere else ? 

MR . BATEMAN : No, there is a resource management program there of continued clear
ing and preparation of spawning beds and things of that order that will be in the millions of 
dollars . The c ontinued clearing of that reservoir, if it 's  required, we will undertake to do that 
and that is going to be a fairly long-term program. It will  provide employment for a num:'Jer of 
people on the lake. 

MR. CRAIK: This would be in addition to the figures that you have indicated here. 
MR . BATEMAN : Right. In addition to the 12 million that is pres ently expended for 

clearing. 
MR . CRAIK: What other goveramental agencies then are Involved in the- does Hydro 

have to deal with in working out the problems with regard to So:.tth Indian Lake ? 
MR . BATEMAN: Well, most of our work in S outh Indian Lake area is with Northern 

Affairs and we both have repres entatives that drop into South Indian Lake periodically and it's 
a very good arrangement. It ' s  a co-operative venture to ensure that these people that are 
going to be affected are satisfactorily looked after. 

MR . C HAIRMAN : Mr. Graham. 
MR. GRAHAM: I just want to ask another question here. You had mentioned earlier 

that the total cost of the South Indian Lake community might have some other governmental 
agencies involved in the cost of relocation. Is that correct ? 

MR. BATEMAN: Well, perhaps my minis ter, I could refer that one to him because I'm 
not aware of how that is being financed. It 's  not through Manitoba Hydro, that ' s  . . .  

MR . C HAIRMAN: Mr. Schreyer. 
MR. SC HREYER: Well all I could say at this time, Mr.  Chairman, is that there is the 

preseace of Northern Affairs and-Northern Manpower Corps at the commu.1ity of South Indian 
Lake with respect to both, making preparations for building of some remote housing, new 
housing, at the community and Northern Manpower Corps is involved in some of the cl earing 
work that's under way, and I believe in some of the construction activity right at the community 
relative to the townsite. Some of the financing for the housing is through CMHC, s ome input 
by MHRC i:n the remote housing program and some input by Hydro, relative to those s even or 
right houses that are below so-called severance line. 
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MR. GRAHAM: Isn't this a change in policy that has occurred ? I understand that in 
earlier days Hydro assumed all responsibil ity for any dislocation or problems that existed in 
any area where Hydro is i nvolved. 

MR . CHAIRMAN : Mr. Bateman. 
MR . BATEMAN: Mr. C hairman, we assume responsibility when we are affecting the area 

but in the case of South Indian Lake, the only people that are being affected there are the o:J.es 
that are going to be affected by the flooding. Now the vast majority of those homes in the village 
of South Indian Lake are not going to be affected. It's ,  I think, found desirable in the program 
of aid to these northern communities that they are being upgraded 0:1 the same policy that would 
apply to say Garden Hill or Red Sucker Lake, or any of these others that are in other parts of 
the province where Manitoba Hydro 's  o:J.ly involveme:J.t is one of providing power, and we are 
providing power to all of these isolated communities in the north, but we aren't expected to pay 
fo r the relocation of ho:.1ses because we go in with power. 

MR . CHAIRMAN: Mr. Graham. 
MR . GRAHAM: I would like to ask another question which i sn't  related but refers back 

to a statement you made earlier regarding the Missi  Falls control structure where you said you 
are moving materials in by winter road to the Mis s i  Falls s ite, and I would like to ask, are you 
able to move sufficient materials in there and warehouse them to cover a full summer 's opera
tio'1 or do you use another means of moving in the summerti me ?  

MR. CHAIRMAN: Mr. Bateman. 
MR . BAT EMAN : Well, we use both means, both the winter road and summer barging. 

We barged last summer and we've used winter roads - as a matter of fact, the contractor on 
that job mobilized his entire operatio:J. over the winter road as I understand it. Perhaps Mr. 
Wilson could commeat on that. Is that right . . . ? 

MR . WILSON: Basically mobilized over the winter r oads . 
MR. BATEMAN: Now as far as storing summer requirements , it would also, I am sure 

be our obj ective on that same winter road to move all the oil  that we would likely need this 
coming summer. Is that what you did, Harris ? 

MR . WILSON: (Not audible) . 
MR . C HAIRMAN : Mr.  Harris, poss ibly if you could come forward and take that mike at 

the ead and put that on the record. 
MR . BATEMAN: This is Harris Wilso'l our Director of Generation Projects. 
MR . C HAIRMAN : Mr. Wilson. 
MR . WILSON: R ight. Basically the general contractor will stockpile oil to carry him

self over the period from March to June. Now it's more eco:wmic to barge it in than truck it 
in but he does have to cover the period of breakup, and bas ically that's his plan. He will stock
pile oil at Missi Falls, with some safety factor, to carry him into Jut1e and then he will barge 
it in. 

MR . C HAIRMAN: Thank you, Mr. Wilson. Mr. Craik. 
MR . CRAIK: I wonder if we could come back to the comments ,  earlier. There was 

reference made to the overall costs escalating on the, you know, the whole project, the N elson, 
the Churchill development. 

MR . C HAIRMAN: Mr. C raik, would you us e the mike please, if  you would move forward. 
MR. CRA IK:  Are there any estimates at this p:>int of what your overall costs are likely 

to come out at ? 
MR . BATEMAN: I think we have a ten-year budget figure that I could indicate to you. 

I 'm just wo'1dering if I have that with me. I'll have a tea-year budget figure here in a minute. 
Ye3, our ten-year capital budget which includes of course all the Nelson River, that we have 
within that period, plus our transmiss ion, plus our terminal stations, plus our distribution and 
all of these things, is over the ten-year period, 1 .  93 billion dollars. 

MR . CRAIK: By tea years, that 's  ten years from now ? 
MR. BATEMAN : Yeah, that 's  1984, total for the ten-year program. 
MR . C RAIK: At that point, what percentage of your potential is harnes sed ?  
MR . BATEMAN : 1 .  93. And at that point i n  time - let's see, we'll b e  well into, I guess 

we'll be well i nto the third plant by that t ime. That is the third one, that's Lo:1g Spruce, Upper 
Limestone, Lower Limesto:1e. By 1984 Lower Limestone would be under construction. 

MR . CRAIK: You would have two-thirds of the potential harnessed, is that . . .  
MR . BATEMAN: Oh, it would be, I would presume close to that, but I would have to 

check that to give you a more accurate answer. 
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MR . C RAIK: Is completion of development still the same as originally, 1 990, there
abouts ? 

MR. BATEMAN: Well that of course wil l  depend up:m a number of factors, but by 1990 
we should have the N elson and the C hurchill River Diversion route plants all developed if we 
proceed under the present esti mated forecast, yes . 

MR .  C RAIK: Is yo�r present forecast for development any different than it has been in 
the past ? 

7 

MR . BATEMAN: No, our bas ic program is to provide these Nelso:1 River plants to meet 
Manitoba's load only. That's the f igure I 'm quo�ing you. This is not an accelerated figure. 
If we for some reason wanted to accelerate those plants, then these figures would be accelerated, 
bu.t this is the capital budget to provide the electrical energy and the transmission and distri
bution system with which you can use that energy for the citizens of Manitoba. 

MR.  C RAIK: I think last year you indicated your growth was substantially higher than 
originally predicted, ten versus seven or something of that order. 

MR . BATEMAN: Yes,  and if you look in this rep::>rt you'll see it was back to six. 
MR . C RAIK: So, you are still really working thea to somewhere around s even percent ? 
MR . BATEMAN: Yes, a little less than seven percent long-term growth. Now that may-

be affected and we are currently t"eass essing the load forecast which we do about this time 
every year and within the next month or so we will have a new load forecast on which we will 
then build the dollars into our capital budget that we have to get for the future generation prog
ram, and transmissi o:I, distribution and so on. 

MR . CRAIK: In terms of 1974 dollars, to �ake the complete development to its completion, 
have you any figures on that beyond your ten-year budget. I know your costs wi ll change but 
you have to make some assumptions and . . .  

MR . BATEMAN : Yeah, that's  a moving target and u:1der the pres ent escalation rates that 
we' re assuming - I could get that figure for you. I haven 't got it in my mind at the moment but 
I could get it for you. 

MR . CRAIK: Does your ten-year budget, 1. 9 billim dollars , include what's  already been 
spent ? 

MR . BATEMAN: No, it includes the current capital budget. 
MR. CRAIK: It's your requirements for ten year s ?  
MR . BATEMAN: For the ten years starting April 1 ,  this April 1. 
MR. C RAIK: Right. What would we add to that to get at a total for what has already been 

spent up to April 1 ?  
MR. BATEMAN: Well, I think if we look at the components of the Nelson River scheme, 

I would have to determine from the costs - for instance, on the Kettle Rapids project, it's esti
mated cost at 32'! million, we are getting pretty close to 300 and some odd mill ion now and we 
fully antic ip'lte that project will be completed within its estimate. So there will be some dollars 
in this budget year that I've quoted to you for you for Kettle. There will also be dollars in it 
for Long Spruce and .Jenpeg and Lake Winnipeg regulation project and also dollars for the 
Churchill River Divers ion. All of those dollars are being expended over the period. Now, 
some of them have been expended of course up to now as you know, but at the moment I don't 
have those figures with me. I could perhaps get them for you next meeting. 

MR. C RAIK: Well, what I 'm trying to get at is an estimate, what your projected total 
estimate would be, and if you' re . . .  300 and some mill ion, that would bring it to 2 .  3 billion 
by 198 4 ?  

MR. BATEMAN: Yeah, the total Nelson, I mean i f  you were asking m e  t o  sort o f  guess
timate a figure right now, by the time we go through the unknown escalation rates that we are 
currently facing, I would estimate that the original bill ion and a half dollar job that was c on
templated would be c loser to a three billion dollar job. It may be more than that. 

MR. CRAIK: Yeh, that would be pretty . . . you still got seven years to go after . . .  
MR. BATEMAN : Well, there are a lot of - yeah, I think it would be more than three 

b il lion, you' re right. The original bill ion and half dollar Nelso:1 R iver Development would pro
bably be closer to four bill ion, yes . 

MR . C RAIK: Are you able to give us any estimates at this time in view of this - at that 
point this will be producing the majority of our power s upply for Manitoba, I gather ? 

MR . BATEMAN: It is now really. It 's  producing more than - well, it depends on the 
month but on the average it 's producing - between Kelsey and Kettle, they are producing c lose 



8 March 12, 1 974 

(MR . BATEMAN cont'd) . . . . .  to 50 percent of the energy requirements of the province each 

mo:tth. 
MR . CRAIK:  What are the i mplications - in view of this, if costs are going to double

what are the impli cations then for our rates ? 
MR . BATEMAN: Well our rates are going to go up obviously, but our rates are still 

going to be lower, I think, than the competitive way of generating electricity. 
MR. CRAIK: You mentioned the rapidly escalating costs of oil and gas, other sources of 

energy. 
MR. BATEMAN: Yes . 
MR . C RAIK: In the total picture do you see electrical escalating in the same manner ? 
MR. BAT EMAN: No, not in the same manner. I s ee electric rates going up and I think 

that one of the things - that in Manitoba we have been spoiled with no electric rate increases 
whereas in many other parts of the world and in Canada, too, these electrical rates have been 
going up on an annual basis .  No-.v it could be that because most electric utilities have run out 
of the economies that they can make by going to larger units and larger items, the economies 
of scale are something that we used to talk about to achieve lower costs .  I think we've been 
caught up in that at this point in time because the ris ing interest rates and the rising labour costs 
more than offset the savings that you achieve from the large units . Now it does n't mean that 
you should go back to small units, becaus e if you went back to small units you'd be into much 
higher costs than you're faced with now. But you just can't expect to add new plants and not be 
faced with rate increases due to the cost of putting it there. We are operating in terms of 
depreciating plant that has been added with dollars that are worth about half what the dollar is 
worth today. And interest costs were considerably lower in the past also. 

MR. CRAIK: Well, you know, last year you showed us some figures that led us to believe, 
at least to assume, that the costs were running at that point probably around 10 mills, on s ite. 

MR. BATEMAN: Yes. On dependable flow, I think I differentiated there. But anyways , 
in the order of that, yes . 

· 

MR . C RAIK: Around 10 mills, and with costs escalating, you know, just to be very blunt, 
are we looking at 20 mill power at site by 1984. 

MR. BATEMAN: No, not by 1984 I hope, but I think we are looking at costs of that order, 
yes . As a matter of fact right now the last estimate on nuclear generation that we have it looks 
like in excess of 15 mill  power. 

MR . C RAIK: For nuclear power ? 
MR. BATEMAN: For nuclear power. 
MR . CRAIK: While you' re on that topic, what about thermal power from coal. 
MR. BAT EMAN: Well I can't tell you what's  going to happen to coal prices but presently 

coal prices have risen less than any alternative, but how long that remains is a good question. 
We have got some indication of what coal prices have done in the last few years and if you 
extrapolate those you know they are going up each year. 

MR. C RAIK: You mentioned that we've been spoiled here by fairly steady low cost power 
rates but didn't the rates go up last fall ? 

MR. BATEMAN: The rates didn't go up last fall, the rates were equalized with the City 
of Winnipeg last fall . More people got a decrease than got an increase. 

MR . CRAIK: With a removal of the deduction though, aren't they . . .  ? 
MR .  BATEMAN: Well, the prompt payment dis count was removed in the City proper but 

it was reflected in the rates. 
MR . CRAIK: But the removal of a discount still constitutes an increase in . . .  
MR . BATEMAN: It 's surpris ing how many people do not take advantage of that prompt 

payment discount. 
MR . CRAIK: I have a surpris ing number of people who did. 
MR .  BAT EMAN: Well it's interesting to note of course I believe the Public Utility Board 

in its order of 1970 suggested that the discount be removed as a means of making rates more 
commensurate with the service given. 

MR . C RAIK: C an you tell us what the costs now stand at on Lake Winnipeg, or what are 
t he projections on Lake Winnipeg and Jenpeg control, caus eways or . . .  ? 

MR . BATEMAN : Lake Winnipeg costs, I went into those p retty thoroughly last year and 
I indicated to you that there was one contract to come in at some $9 million more than we had 
estimated it would come in at, so our 177 million was

· 
then 186; now s ince then we've had 
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(MR . BATEMAN cont'd) . . . . .  some reason to believe that with the escalating labour and 
material costs that we wi ll have some inc reases above that. Our current capital esti mate for 
Lake Winnipeg control and generation is $231. 3 million. 

MR. C RAJK: That 's  $50 mill ion in one year? 
MR. BATEMAN: Well no, it 's not . . .  
MR. CRAIK: Forty, forty-five. 
MR. BATEMAN: It's - yes, it 's about that, yes. 
MR . C RAJK: Well, Mr. Bateman, there must be some sort of explanation for an escala

tion of that kind. 
MR. BATEMAN: Yes, there are very logical explanations for all of these inc reased 

cos ts, and I c an outline those to you if you'd like to hear them. 
The control channel, the eight-mile channel that we're currently excavating, we were 

very c oncerned about the downstream end of that channel and we have had to p rovide some - that 
is to prevent its complete erosion - and I don't know whether you're familiar with the area in 
detail ,  but where the eight-mile . . . 

MR . CRAJK: Mr. Bateman, is that where we had the engineering breakthrough back a 
couple of years ago ?  

MR. BATEMAN: I ' m  not sure that I understand what you're alluding to, Mr. C raik. 
MR . CRAJK: We had an announcement in the Legislature by Mr. Mackling at the time, 

who was Attorney-General, that there was an engineering breakthrough where this channel pro
j ect was going to be a cheesecake operation I think i t  was referred to as. 

MR . BATEMAN: Well I think, Mr. C raik, I 'm quite prepared in any technical soci ety to 
defend the action of our engineers in designing and building this Lake Winnipeg regulation pro
j ect. We have not held back on the technical information, we have been invited to give p3pers 
in a number of learned societies; it 's a tremendous engineering achievemeat and it's going to 
have profound benefits to Manitobans, in both the flood control of Lake Winnipeg and in the 
supply of a dependable source of power from the Nelson plants . And it's no different really 
than the plan that was conceived back in 1966, except that nobody had done any engineering to 
determine how and why you were going to have to do these things . 

MR. C RAJK: There had been a cost-benefit study done. 
MR. BATE MAN: Yes .  Cost-benefit studies in those days indicated it was still a benefit. 
MR. CRAIK: Well not, Mr.  Bateman, in the cost-benefit studies that have bee:-� referred 

to in this Committee. You had a cost-benefit study done in 1969 that showed no benefits on 
Lake Winnipeg if the costs were not under a figure that is about one-fifth of what's  shown here. 

MR . SCHREYER: Mr.  Chairman, on a point of order. 
MR. C HAIRMAN: Mr.  Schreyer. 
MR. SC HREYER: There has been complete latitude allowed in the questioning. I believe, 

Mr. C hai rman, that the l ine of questioning is now departing from q·.wstioning and bordering on 
being argumentative. Still and all if we are going to engage in second guessing of cost estimating, 
and if we ' re going to engage in extrapolating of cost esti mates for let us say five years and ten 
years down the line, I think it would be useful as well to engage in some cost estimating by 
extrapolation of Lake Winnipeg regulation "had it started" - had it started in 1979 or 1980 rather 
than in 1973.  But my point of order, Mr. C hairman, is that we're now engaging in argumenta
tion rather than questions. 

MR . C HAIRMAN: Thank you. I was about to mention to Mr. C raik that you were just 
merely arguing the point rather than asking a question. 

MR . CRAJK: Well, Mr. - you know I stand to be corrected, but the information that was 
provided to thi s Committee not more than three years ago, was an attributed cost figure to 
Lake Winnipeg control of not more than $50 million, and a figure not larger than that attributed 
to power benefits development. And the figure now that we do have is of course substantially 
higher than the combined of those two figures; and not only substantially higher it' s clearly h1gher 
by $45 million than it was last year. And one of the justifications that was given to this 
Committee and to the Legislature was that the work on the channeling was found out to be not 
nearly as diffi cult as was originally thought to be. A statement was made that i t  was found to 
be very largely clay over burden and not as much rock as was figured on. 

Now if the c osts do l ie in this then nobody's questioning anybo::ly's engineering integrity, 
we' re simply referring back to statements that were made in the House and in this Co�nmittee. 
I think that for this s ize of an overrun then we would be remiss in not asking where $131 million 
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( MR. CRAIK cont 'd) . . . . .  at least has appeared from s ince those original justification days. 
I don't think the inflationary has been that high in three years. 

MR . BATEMAN: Well I did, Mr. C hairman, give the C ommittee last year a very thorough 
and detailed resume of all the factors that were affecting us in the Jenpeg generating station and 
Lake Winnipeg regulation project. Now those costs, I indicated also, could likely be exceeded 
and I did indicate that that one cost of the tender that had come in was up 9 million above what 
we had estimated it and consequently that was a di rect effect on our estimate. 

Now looking at the current status of this project - yes, it 's quite alarming; you know, it 's 
just as alarm ing to us as i t  i s  to you I 'm sure to  see these costs going up, but when you look at 
each one of the areas that are affected there's  a real logical reason for them. The construction 
costs , for instance, as I started to mention on the c hannel, on the eight-mile channel, that's 
not something that you could say was--it's a matter of engineering judgment. Now you could 
limit the amount of work and have people complain about the environment and the i mpact that 
we've left on it but we would have got our job out by spending that mi nimum. But we don't  want 
to be brought back to task for having left a mess,  we want to make sure that we have a good 
clean environment when we' re finished. 

Now in order to ensure that we could do that we've put a dike in on the north s ide of that 
channel to pump into behind that . It also will provide our engineers say with a greater assurance 
of stabil ity in the channel . Now those are e:1gineering decis ions that are looked at, they' re not 
made lightly. The Board makes those decisions on the basi s  of the best engineering advice that 's  
coming to  them and the recommendation for expenditure. So these things are, you know, they're 
engineering judgment matters , and we' re not alone in the ris ing costs that are facing anybody 
that's  trying to build anything today. All you have to do is think very close to home, the 
examples of why prices have gone up. In the Convention C entre, is a good example. I 'm not 
faulting the original estimator because in 1968 or 1969 or 1970 whenever it was that these 
detailed esti mates were made, they were made by people using the best judgment they had with 
the best information they had; and we can't fault them for not having see:1 what was going to 
happen to labour prices or what was going to happen to interest costs and so on. Interest costs 
in 1968 were just beginning to take off. 

MR. C HAIRMAN: Mr. C raik. 
MR . CRAIK: Mr.  Bateman, if you' re justifying this on the bas is of judgment, are you 

s aying your judgment was not exercised unti l  after the original figures were given for those 
costs ? 

MR. BATEMAN: No, I' m not saying that. 
MR . CRAIK: That these additonal costs have come in from judgment that's  been exer

cised s ince plus labour costs ? 
MR . BATEMAN: No, I 'm not implying that I didn't use my best judgment then, I hope 

that I always use my best judgment. 
MR . CRAIK: Well maybe we can get to the specifics if you have it. What has happened 

to the costs of the channel1ng? 
MR. BAT EMAN : Well the channeling, that's  not a major part of the increase, that 's  

$5. 3 million, that's not a maj or part. 
MR . CRAIK: Is that still the total cost of the channel ? 
MR. BATEMAN: No, that's  not the total cost of the channel. The channels  with the 

directs and i ndi rects I suppose are in the order of $ 38 million. That's  all channels . 
MR. C RAIK: It started out at 15. 
MR . BATEMAN: No, no, no, no. They didn't start out at 15,  Mr. Craik. The b id for 

the Ominawin channel came in at $ 12 million, the bid for the other two channels came in a little 
bit better than twelve; the dec ision to put in a supplementary dredge last year which I reported 
on to you was several mill ion more, I think that was a contract of 2 .  8 million. Now those are 
firm contracts for the work prescribed but you know there are other costs associated with any 
e:1g ineering job. The e:1gineering costs, the field inspection costs, the camp costs and all of 
those associated things have to be added. You can't compare a figure for a specific job without 
indirects, the costs of running the job and keeping the people there to do i t. They have to be 
included. 

MR. CRAIK: Mr. Bateman you also s aid here that you could justify these on the i mprove
me:J.ts of the condition on Lake Winnipeg. Do you think that that statement is in keeping w ith 
the Water Commiss ion'sReport on the projected control of Lake Winnipeg ? 
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MR . BATEMAN: I'm not sure that I follow your question, Mr. C raik. The Water 
Commiss ion Report on the projected control of Lake Winnipeg ? What are you referring to ? 

11 

MR . C RAIK: W.ell  I 'm referring to the Water C ommission's Report in which they show 
the water levels during that critical part of the year from August through unti l  after freeze-up 
when you are going to be exercising your greatest desire for control of the lake, and the indica
tion that the average water levels are going to be, you know, higher by a s ignificant amount 
during that critical period of the year. 

MR. BATEMAN: I think on the contrary, Mr . C raik. There might be some change in  
average water levels of  Lake Winnipeg but  the important thing is that when we get those channels 
in we'll be able to control the high levels and the lake will be at least a two-foot lower level 
than it would be in a state of nature. 

MR . CRAIK: Well a two-foot lower level than your very highest peak ever recorded b:.�t, 
Mr .  Bateman, does the Water Commi ssion Report not say that Lake Winnipeg on it will be 
above 813 in the fall of the year more frequently under your control . 

MR . BATEMAN: Yes, yes . 
MR . CRAIK: . . .  than it would be under normal conditions ? 
MR. BATEMAN: Yes, that's  understandable too, Mr . C raik. That water as I pointed 

out to you last year, each foot of storage on Lake Winnipeg is worth more to Manitobans than 
all the oil produced in an entire year in the Virden oil fields . 

MR. C RAIK: Well,  Mr. Bateman, you're now referring to a hydro conclusion and I d:m't 
dispute that. But your earlier statement was with regard to the aesthetic values on Lake 
Winnipeg and my question is simply as to whether or not that statement is in agreement with 
what the Water Commission Report would lead us to believe. 

MR . BATEMAN: Well, Mr. C raik, I don 't mind arguing with you about the aesthetics of 
Lake Winnipeg because I happen to be one who enjoys Lake Winnipeg. I have a cottage down in 
the Village of Dunnottar and the neighbours that I speak to aren't co•1cerned about water levels 
of the order that we have had in the last year or so. As a matter of fact, most people that 
enjoy that south end of the lake are quite happy with that range of water levels . 

MR . C RAIK: Well, Mr.  Bateman, the original undertaking, if I can come back to it 
here, the justification or judgment or whatever you would like to refer to it as, that was pre
sented to thi s Committee was that Lake Winnipeg control would be attributed $50 mill ion as the 
cost, and one of your board members said that he could justify this 0:1 the bas is of saying 
there's $25 mill ion of resource benefits going to come from control of the lake and that the $50 
million figure was acceptable. Can you now tell us out of the $231 million cost what do you 
attribute to these benefits ? 

MR. BAT EMAN: Well first of all I have to straighten you out on the comparison you' re 
making. You're making a comparison for a regulating structure that was located in the Whiskey 
Jack Channel, that was the original eng ineering, C rippen Report. Now we, as I outlined to 
you last year, we moved the control structures away from that area down to the Ominawin and 
the M etchanis channels because of the engineering information that indicated it was better. We 
also had under observation fo r a year the ice conditions in the Saskatchewan Rapids Beach 
which is just above Jenpeg for a year, which indi cated that we would have serious ice conditions 
if we were going to be controlling at that Ominawin and Metchanis channel section. Consequently 
the engineering decision based on the best engineering that we could get and the best consulting 
that we could get was to move that structure as far down the river as we .::ould to avoid these 
ice problems . So consequently the job is no longer the same as your 50 million, the esti mate 
for that job was something in the order of 79 or 80,  I can 't remember the exact figures in the 
report, but it was not the same 50 mill ion, it's a different job. 

Then when you move down to the Jenpeg location it was then the next logical thing to do 
to develop power at that s ite as well and that is what is presently being estimated at $231 
million, not one control structure in the Whiskey Jack Narrows. You know yourself that 
engineer ing decis ions have to be made, which cost money, in order to achieve the results you 
want to achieve. If we had built the structure where it was first recommended I think we would 
have been in real trouble if we .::ouldn't have got the water out of Lake Winnipeg in the winter
time, the whole object of this exerci se is to get that water out of Lake Wi nnipeg in the winter
time when you can use it for power generation on the Nelson River. 

MR . C RAIK: Well I guess the obvious question has to be i s  if  you knew the costs were 
going to be $231 million for this project for the control and the power benefits you're going to 
get, could you have justified i t ?  
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MR . BATEMAN: Well I think that if I had known in those days that the cost was goi ng to 
be this high I think you' re going to suggest that I would have uone something else. And perhaps 
I would have. Perhaps I would have recommended oil  fired generation down in the south end of 
the province here instead of up there; but if I had recommeaded that surely I would have made 
the wrmg dec ision because the price of oil  would have priced power right out of your house . So 
I don't think I made the wrong decision, I think that we have to look back to 1966 when the agree
me�lt was made to develop the Nelsoa River as Manitoba's future supply of electricity. And 
when that decision was made - and I'm not quarreling with it, I think it was a good decis ion, but 
it fully contemplated in the agreement that was signed with C anada the regulat ion of Lake 
Winnipeg, the diversion of the C hurchill River, the development of the Nelson River plants and 
the transmission of that power down from the north on a DC trans miss ion line. Now surely in 
1 966 we made the right decis ion you know by, well by fault if you like, but if we had made 
another decision to go thermal I think everybody would have s aid we should have gone to our 
Nelson R iver, a renewable resource. 

MR . CRAIK: Well, Mr. Chairman, nobody that I have heard here has questioned the 
decis ion for northern power development. The o:1ly thing in question here is the matter of the 
costs with regards to Lake Winnipeg in view of this - I have to say stuaning information that is 
being prese:J.ted here, in view of the fact that one year ago in the House when I suggested that 
the costs may have reached 176 or eight million dollars, in that order, I was accused of making 
a fallacious statemeat in the House, and we aow find that these costs are at $231 million, far 
in excess of the gross misstatement that I was accused of making a year ago. Now it i sn't my 
statemeat, there was other people that have warned about the overall costs that were going to 
be incurred and despite the fact that you may be exercising good engineering judgment it really 
boils down to a matter of economics, and that if the economics of Lake Winnipeg control are as 
far out of line as the bas is of judgment was used whea this project was undertaken then I think 
that even the worst and most ardent opponents of what was being done fell s hort in their predic
tions of the costs , and I think that really there's some explaining to do to the ratepayers when 
they're going to have to pay this thing. 

MR. C HAIRMAN: M r .  C raik, I believe the Chairman, indicated that had we gone - if we 
had known, had gone to the oil  generation . . .  

MR. C RAIK: We're not talking about oil,  Mr. Chairman. 
MR . C HAIRMAN: Well you're arguing the point; I don't know if this is the particular 

time to do it in Committee. We are here to listen to the report and ask questio:1s and you can 
make those statements in the Legislature. The E stimates are up and I think that you can have 
many op;Jortunities to introduce a resolution and to debate that question. 

MR. CRAIK: Well perhaps then if I appear to be debating let me rephrase the question, 
M r .  C hai rman. 

MR. C HAIRMAN: Fine. Mr. C raik. 
MR. CRAIK: If you had foreseen costs that exceeded the orig inal Lake Winnipeg, and if 

we can assume that these were at least $100 million less than what is indicated here, and if we 
look at the costs on South Indi an Lake diversion as being not in the s ame dollars but even looking 
at the difference in dollars $100 mill ion more than what was originally the rough figure even 
though those dollars are out of date, if you are looking at a cost that was 200 or 250 dollars 
more and facing the decision as to whether you went to another level, a high level on South 
Indian Lake as was originally proposed, and put in it in those clear economic terms, would 
thi s  not have a bearing 0:1 what had been done with regards to the sequence of diversion? Well 
what I 'm saying, Mr.  Chairman, is from the observations that are made from figures given 
here that the information that was given to this Committee at different stages through the years, 
first of all that the high level was the sequence that were available for development on the 
divers ion as opposed to the Lake Winnipeg control, when you i solate it it 's somewhere of the 
order of $200 million or greater. My question is whether or not this $200 million could not be 
foreseen when those decisions were undertaken to lower the South Indian Lake down from . . 

MR . C HAIRMAN: Mr.  C raik, I do not wish to debate. You are trying to debate with 
me and I think we are here to ask the questioas from the Chairman of Manitoba Hydro on the 
Annual Report. I don't know if you expect me to get into a debate, you are an engineer, I am 
not. 

MR . CRAIK: I 'm not pretending, Mr. Speaker, to be anything except a person that has 
sat at this table over a period of years and listened to all the representation that has been made, 
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(MR. CRAIK cont'd) . . . . .  here and elsewhere, and doesn't it really boil down to the fact 
that we have capital costs now that are $200 million at least higher than what we could have 
achieved had we gone to perhaps an envi ronme:1tally unacceptable level but nevertheless in clear 
economic terms was the alternative. 

MR. C HAIRMAN: That again, you state as "could have bee:1" which is hypothetical and 
could have been $400 million more. 

MR . BATEMAN: See, Mr. C raik, the assumptio:1 you' re making is that you could have 
done something or something else. Bu� really in the final analys is it wasn't an either/or 
s ituation, it was both. These two projects were not at any time co!lsidered as alternatives . 
They were always consi dered as both being necessary to full utilization of the Nelso!l River. 

MR . CRAIK: Mr. Bateman, then let me ask you then if yo� had the tie-ins that provided 
you with the ability to take out the fluctuations in your sup;>ly of energy . . . 

MR . BATEMAN: If I had . . .  ? 
MR . CRAIK: Yes, if you had your tie-ins with other systems or with other components 

to your system, such as thermal or a tie-in, you gain no new water through what you're doing 
on Lake Winnipeg, you s imply are controlling it from one perioj of the year to the other. 

MR. BATEMAN: Right. 
MR. CRAIK: If yo� were to offset those fluctuations with either a tie-in or a supplement

ary power source in your system and you had the full capabi lity of the C hurchill available to 
you, are you still putting the same emphasis, would you still put the same emphas is on the 
requirements for c o:1.trol of Lake Winnipeg. 

MR. BATEMAN: Yes . In fact you' ve raised an interesting ques tion. Yo� see with the 
Churchill River I have the full availability of the C hurchill River if we can get the 30 thousand 
out at the channels that were--the . . . . . . . sure, we've got the full energy capability of the 
Churchill . Now then . . .  

MR. C RAIK: You got the full storag e ?  
MR . BATEMAN: Well why d o  I need storage? I mean the storage in South Indian Lake 

was, even under the high . level diversion was not adequate to do what we have to do. You had 
to have s ome supplementary thermal of significant proportions, and with Lake Winnipeg your 
questio!l about the ties, why the value of that storage is far greater to you with those ties than 
without them. You can buy cheap night-time energy from the market where those ties are con
nected, put it in your reservoir, us e it yourself in the daytime or sell it back 
to them at a higher price in the daytime. So the value of storage is far enhanced by the ties . 
It 's  not an alternative for them. 

MR. CRAIK: So you're s aying in effect that if  you had known that Lake Winnipeg was going 
to cost you $230 million two years ago when we were of the belief that we were talking about half 
that, that you would still have recommended Lake Winnipeg had you even had a free hand on 
S outh Indian Lake ? 

MR . BAT EMAN: Well I point out to you, Mr. C raik, I didn't know what the c osts were 
going to be in the future any more than you did. 

MR . C RAIK: But there were people who predicted those costs, Mr. Bateman. 
MR. BATEMAN: Oh I can't deny that there were lots of predictio:J.s made but they were 

remiss in making them about both areas . Both areas have increased in cost. 
MR. CRAIK: It turns o�t to be pretty accurate. 
MR . EVANS: M r .  Chairman, on a point of order. 
MR. C HAIRMAN: Mr. E vans. 
MR. EVANS: On a point of order, I don't think that Mr. C raik is treating the C hairman 

of Manitoba Hydro fairly. He's making a number of assumptions and in his questions he's 
taking a hypothetical position and one can take many hypothetical positions and we're not getting 
on with the job of getting a report 0:1 the progress of Manitoba Hydro, and to consider in detail 
the Annual R eport made by Manitoba Hydro. One could debate here forever and a day the 
merits of various schemes and certainly we all realize there are trade-offs, i ncluding e:wiron
mental trade-offs, and o:1.e recognizes that any C rown corporation operates within the guide
lines of the government of the day and therefore, Mr. Chairman, I think this line of questioning 
i s  out of order. 

MR . C HAIRMAN: Thank you, M r .  Evans . Mr. C raik. 
MR . C RAIK: Well, Mr. Chairman, I think the evidence is pretty clear and I'm quite 

willing to ask some other questions if it 's going to bother the M inister of In:iustry, but . . .  
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MR. CHAIRMAN: Mr. Schreyer on a point of order. 

March 12, 1974 

MR . SC HREYER: I beli eve that it can be said that there's been very wide latitude in the 
questioning and the questioning can continue for that matter, i t 's  not out of order as long as 
the element of argumentation does not get accepted. The questioning itself is I would think in 
accordance with the rules of proceeding in C ommittee and it's a case of being next on the list 
because one can redirect the line of questioning with respect to second guess ing everything in
cluding the dec ision to go ahead with the Nelson itself and how accurate the cost estimates were 
back in 1965 or 1966 . If that ' s  the exercise that wants to be engaged in it can be engaged in. 

MR. C HAIRMAN: Mr.  C raik. 
MR . CRAIK: Mr. Chairman, I 'm quite willing to go on but I have some difficulty in 

accepting this as a normal sort of occurrence when we get in this short period of t ime from last 
year a $45 mill io:J. difference in one year, which repres ents roughly 50 percent of the present 
total sales of Manitoba Hydro, albeit being written off into the future it still represents $45 
mi llion out of total s ales of $90 mill ion and the interest charge alo'le on $231 million at even 
eight percent it is going to cost $20 mill ion.  I find it difficult for the observations to be drawn 
that what I am attempting to do here is to present an argumentative s ceae when all I 'm attempt
ing to do is to raise these questions so we can get at the actual facts.  

MR . C HAIRMAN: Proceed, Mr . C raik. I have been very easy with you on all of your 
questions hyp::�thetical and otherwise. 

MR . SC HREYER: Carry on. 
MR. C RAIK: Mr. Bateman, can you tell us what stage the negoti atio:J.s are at 0:1. the 

export of power? 
MR. BATEMAN: Yes . The discussions are proceeding with Northern States Power toward 

entering into a standard interconnection agreement for export of summer surplus and seasonal 
divers ity capacity and s urplus energy. We hope to achieve a standard interconnection agreement 
which would make it possible to find a market for that capacity which Mani tobans can't use in 
the summertime. As you know, at the present time we are developing this electrical system 
to meet Manitoba's requirements.  In doing so, because of the difference in demand character
i stics of our customers, they want more capacity in the wintertime than they do in the summer, 
we are faced with a large block of surplus capacity in the summertime and if we could find a 
market for that--and there is no market for that in Canada, that's  clear, there's no market for 
that in Canada, because the other Canadian utilities have the s ame pattern of use as we have. 
Consequently by interconnecting with a southern utility of some size we could s ell  that blo:.:k of 
summer capacity for a nice return to Manitoba Hydro. In addition to that we would have some 
energy that would be associated with that which would be a relatively low capacity factor energy. 
It would be about 20 percent of the time that we would guarantee to provide energy with that 
capacity and the energy price we are currently setting is one that would escalate with the cor
res;lo:J.ding escalation of coal prices that their alternative generation comes from. So that this 
protects us against any locked-in price today for the future. 

The alternatives that the American uti lity would have to this is to put in their own plant, 
which of course would be faced with es calating fuel prices but it would be a fixed cost installa
tion . In other words, on their accounting practices the pri ce for that capacity would decrease 
annually thereafter, but on the bas is of buying it from us we 're expecting to get a leveli zed 
price for that surplus capacity. Now i n  addition to that we 're also contemplating selling surplus 
hydraulic energy when we have it available at economy rates, whi ch are rates that will reflect 
the pr i ce it costs us to generate it and our alternative price of ge:1eration and their alternative 
price of ge:J.eration. So this i s  standard util ity practice of s haring the benefits. 

Now we are proceeding on that sort of an approach. If we are successful then we'll be 
able to benefit in other ways as well by changing some of our summer capacity for some of 
their winter capacity. So we would use the diversity of use between these two utilities to s ave 
investments on Manitoba Hydro system and also they would do the s ame thing to save invest
ments on their system and '::Jy this means it would improve the overall economics of such an 
interco:J.nection. 

Now in addition to that what we would l ike to have in case of a dry year, we would like 
to have the abi lity to b:1y some of that energy that you were talking about earli er, Mr. C raik. 
We'd like to be able to buy that at the lowest possible price from any of the large producers of 
energy in the U . S .  area; and we could ti me our purchases to meet the proposed price scale 
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(MR. BATEMAN c ont'd) . . . . .  that they would be offering and consequently with the value 
then of Lake Winnipeg storage we could put that off-peak energy into our storage and use it, we 
could upgrade i t  and use i t  in the dayti me or use i t  next winter or sell i t  back to them in the 
dayti me. 

So there are a great number of very interesting possibilities opening up and none of these 
would require any additional capital other than the cost of the interconnectio:1 between us and 
the border, and i f  we then decided that after achieving an interconnection agreeme!lt such as 
this,  if we then decided that it was in the best interests of Manitoba, and not just Manitoba 
Hydro but in the best i nterests of Manitoba becaus e of the capital requirements we could invest 
in earlier generati on in plants on the N elson River earlier than we would require them for 
Manitoba's load and s ell the surplus until  we needed it  ourselves and those would be relatively 
short-term co:1tracts and perhaps very lucrative from a revenue [JOint of view. So we're into 
a very, what I would like to think of as the homestretch of negotiat ions on this sort of an inter
connection. 

MR. CHAIRMAN: Mr. C raik, do you still have ques tions along this line ? 
MR . CRAIK: Yes . C an he indicate what s ize of an interconnectio'l you're talking about ? 
MR. BATEMAN : Yes, we're talking about two 500 KV transmiss ion lines . 
MR . CRAIK: What does that give us in terms of you know, megawatt capacity. 
MR . BATEMAN: One thousand megawatts of capacity. 
MR.  C HAIRMAN: Mr. Schreyer. Mr. C raik procead. 
MR. C RAIK: Perhaps we c ould just fini sh this. Do I gather then from your remarks 

that you will be talking about summertime fi rm power and temporary surplus es ? 
MR. BAT EMAN : Yah, the summertime - what we're doing or hope to do here is to sell 

some of our surplus summer capacity, some of it in the form of straight c ash and some of i t  
in the form o f  banking it so t hat w e  c an take it back in the winter. 

MR. C RAIK: With the waiving of the enviro:1mental requirements in the United States 
with the burning of c oal that you referred to, what sort of c osts are being suggested there for, 
you know, coal fired thermal ? 

MR . BATEMAN: Well I'm not sure I have the exact coal fired price but their nuclear 
price which they think would be - well I think within the order of either of these nuclear or 
thermal it's s omewhere between 15 and 20 mill power. 

MR. C RAIK: And your surplus. That I assume refers to your firm power, those costs ? 
MR . BATEMAN: No, our surplus is surplus. I mean we have no market for it in 

Manitoba. We're offering it first to Ontario and to Saskatchewan and then if they don't want 
it we offer it to the United States and we usually get a better price in the United States anyways . 

MR . CRAIK: Does this give you some safeguards with regards to Manitoba during winter 
heavy demand here as far as failures are concerned ? 

MR .  BATEMAN: Well, safeguards insofar as normal interconnection practice betwean 
uti l ities is you agree to interconnect for your mutual benefits.  Yo:1 will come to each others 
res cue in t imes of stress, and yes, I look forward to this not only in the wintertime but in the 
summertime providing a higher degree of reliability of power supply than we would experience 
without such interconnecti ons. 

. . . . . continued on next page 
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MR. CRAIK: Then i t 's  important not only from the point of view of exports but to . .  
The question tas been raised as to at full development of the Nelson, the vast majority of our 
power supply is going to be dependent on two sets of power lines . If there is a catastrophe of 
some sort on those lines, will we have adequate supply to carry where the bulk load is at least 
in the southern part assuming the north is still supplied ? 

MR. BATEMAN: Well, we would have to put some time scale on that, but the trans
mission capability, firm capability of the circuits would be 1000 megawatts. Under duress 
you probably could push more up as high as 1500 over the two circui ts . So you can see that 
if we were bringing down -- and that' s one bipole from the Nelson River -- if were bringing 
down 3000 megawatts from the Nelson River, which is about the late 80' s that we would be 
doing this, · the loss of both circuits would be literally catastrophic . Now when we get into the 
area above the 3000 megawatts in the Nelson River, we have to build a third transmission line 
from the Nelson . The route and location of that hasn' t  been finalized yet, but in any event, if 
we lost a block of power of the order of 1500 or 2 000 megawatts, we would, with very modest 
load shed, be able to ride through on the spinning reserve that' s available south of the line 
that would come to our rescue immediately, and then if you have to use it for more than half 
an hour, you have to start paying for i t .  But i t 's  a great feeling to have that sort of back-up 
available in such a large interconnected system as the United States immediately soutb of us. 
For ins tance, the map area that we are interconnec ted with now has a connected firm peak of 
something in the order of 11, 000 megawatts compared to our 2 000 this last winter. They have 
ins tantaneous spinning reserves of close to 1400 megawatts, which they require to look after 
the risks in their interconnected system . If we were interconnected with that system by two 
good transmission lines, then we could take the advantage, if we were members of that opera
ting unit we could take advantage of those rescue efforts that we might need from time to time 
and I don' t think anybody would notice that the lights went out.  You wouldn ' t  notice any dip in 
the lights under the switching surges that would be associated with the loss of transmission 
in the north unless i ts load was higher than the transmission capabilities in the south . And to 
the extent that it  was, then you would have to shed load . But this is a great thing to do, to 
integrate the power systems, and there would be occasions when we of course could reciprocate 
on those sorts of connec tions by supplying spare capacities to them on short emergency bases 
as well. 

MR. CRAIK: How does this fit in with an arrangement, north south arrangement fi t in 
if the talked about national power grid comes into being ? 

MR. BA TEMAN: Well, the national power grid wouldn' t be adversely affected by such a 
strong north-south interconnection. The cost of providing a national power grid though, is 
one that - you know, somebody is going to have to pay for that and until you can develop trans
fers of power between utilities in Canada, of sufficient magnitude and duration to pay the operat
ing costs of that line, then i t 's  going to be difficult to justify suc h an interconnection unless 
it was a Federal Government policy to provide one . Now, if it  was a Federal Government 
policy, then there would be the added problem of adding a surcharge on the power that we 
presently can interchange with Saskatchewan. We presently have transmission capability 
of 300, 000 kilowatts with Saskatchewan and a corresponding amount with Ontario . Now, if 
we could get a broader market, such as say one that stretched all the way out to the west 
coast and there was merit in this sort of interchange of power, then perhaps it would be self
supporting, but these are things that have no t been finalized as yet in the study phase. The 
last in-depth look at this indicated that it was not an economic proposition . 

MR. CRAIK: The national power grid wasn ' t ?  
MR. BATE MAN : Yes, but that doesn' t  mean t o  say that it  wouldn' t b e  under different 

conditions . 
MR. CRAIK: Different conditions being some national political reason for . . .  
MR. BATEMAN: Well, not necessarily political but different in cost of energy .  The 

difference in cost of energy may well have a significant impact on the value of a Trans Canada 
interconnection; but you still have the same problem between here and Toronto that the gas 
line or the pipe line has, i t 's  a long area without any load in it, to speak of. 

MR. CRAIK: In round terms, the annual report indicates that 20 percent of production 
was outside the province, sold o utside the province and accounts for about 10 percent of the 
revenue which would give some indication that i t 's  being sold at a substantially lower rate 
than what it could be returned to Manitoba Hydro within the province . Do you see any improve
ment in thi s ?  
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MR. BATEMAN : Well, let me make it clear first, Mr.  Craik, that it' s only sold out
side the province because we don ' t  need it inside the province .  If we needed it inside the 
province, we couldn' t  sell it outside the province .  

MR. CRAIK: That means our neighbours don't  have that similar situation ? 

1 7  

MR. BATEMAN: Well, they have higher cost generation, s o  w e  can displace higher cost 
generation. Now, I see an improvement in that, yes .  This last winter we did get substantially 
higher rates of return on the sale south but not on the sales in Canada. 

MR. CRAIK: Do you see a substantial improvement in the north-south return . . .  ? 
MR. BATEMAN: Well, I think that as their price of energy goes up so is the return to 

us going to go up , because we are displacing higher priced energy and we benefit to that extent .  
MR. CRAIK: Has an application been made to the National E nergy Board for export ? 
MR. BA TEMAN: No. We have our current licenses that relate to the present tie but 

we have not made an application to the Energy Board yet . 
MR. CRAIK: Do you expect to make an application fairly soon ? 
MR. BATEMAN: Well, if we put some hypothesis in here, with the Chairman' s per

mission, I ' ll hypothesize for a minute or two . There has to be, first of all, we have to get 
some agreement that we both want to do this, and we are getting close to agreement on a 230 
KV tie with MP and L,  as a matter of fact, we think that one will go for sure,  but this high 
interconnection that I 'm talking about, we haven' t  yet reached agreement with the Northern 
States Power C ompany. Now then, after we do get to the form where we can get agreement, 
subject of course to government approval, and we get government approval and then we get 
National E nergy Board approval, these are the sorts of logical steps that have to be taken . 

MR. CRAIK: I have other questions but there are in a different - if someone else wants 
to speak . . .  

MR. C HAIRMAN : Right. Mr.  Schreyer.  
MR. SCHREYER : Well, M r .  Chairman, there' s not much point in my asking any great 

number of questions . I would like to ask, however, Mr. Bateman to put into context the 
size and scale of the Nelson Development and the costs of Nelson Development, including all 
engineering works to firm up the flow on Churchill River Diversion, Lake Winnipeg Regulation, 
etcetera, and draw a sort  of global comparison of Nelson River costs in light of the dynamic 
cost factors, in comparison say with James Bay . Has Manitoba Hydro monitored in any de
tailed way the approximate comparative cost  of the projected James Bay Development in terms 
of cost per megawatt, or a thousand megawatts of capacity as compared to the Nelson, say at 
the end of thi s decade or whatever basis of measurement you ' d  care to use, would Nelson 
River power be well .in line per thousand megawatts compared to James Bay power ? 

MR. C HAIRMAN : Mr. Bateman. 
MR. BATEMAN: Well, I ' ll try that, Mr. Premier .  That' s a tall order, but I think in 

broad brush terms, perhaps I could start by saying that Kettle Rapids Plant is going to come 
in at less than $300 a kilowatt . It will  be around $280 a kilowatt, which in today's  market is 
real cheap power. It' s like somebody arguing that we should be building Pickering because 
Pickering prices are 6-1/2 mills a kilowatt hour . Well Pickering prices were achievable when 
they decided to build Pickering but it' s not achievable today . Prices have been going up, and 
the same is true in Nelson River or in James Bay, but in James Bay, starting as they are 
now, from scratch, their average prices are considerably higher than our average prices on 
the overall project, but nevertheless, they are going ahead . In terms of dollars I think, if  
my memory i s  correct, i t 's  something like 11 billion dollars that the James Bay project is 
talking about. 

MR. SC HREYER: T hey keep having to revise their figures as well, but I j ust wanted to 
know if in a general way, there was any doubt in your mind in terms of Nelson River power 
when the entire project is put in place being at least, to say the least, well in line per 1000 
megawatts capacity as compared to James Bay power. It would seem to be easily so but . .  

MR. BA TEMAN: No, I 'm quite confident, Mr. Premier, that the decision to harness 
the Nelson was a wise one and I'm very pleased that you have given the support for pursuing 
that project that you have given because it is in my opinion, the wisest thing we can do, and 
looking at the alternatives, you know, there ' s  j ust no way we could anticipate an abundant 
supply of reasonable cost electricity in this area unless we do harnes s  these rivers, and part 
of the overall prospect in the future of not only harnessing them but interconnecting with 
areas where the cost of generation and energy is much higher, then to the extent that we, in 
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(MR.  BATEMAN cont'd) . . .  Manitoba, can sell that surplus, we can also keep that amount of 
money coming into our coffers from outsiders instead from Manitobans . So I think Manitobans 
can benefit by lower rates to that extent. 

But in the overall context of Nelson River, I think, by the year 1989 or 1992, or whenever 
i t  is that we do finish it, it will be of lasting value to Manitobans as a reliable source of low 
cost power, and it will never be any more expensive because, in accordance with the straight 
line depreciation methods we use, it' s the first year that hits you the hardest. I mean the 
interest on that first undepreciated plant is the highest cost and from then on all you can expect 
is that each year you've written off some of the plant and you get lower and lower cost power 
as time goes on. 

Well, here ' s  one of, Will Tishenski from Planning has given some more definitive 
figures, Mr. Premier. The James Bay, 11 billion dollars, which is what I think I had quoted, 
and the capacity of that plant or of the overall project, I believe, is 15, 000 megawatts . Now, 
our Nelson River Project is going to be in the order of four billion and its overall capacity 
is in the order of 6, 000 megawatts .  So, it is about . . .  

MR. SCHREYER: Right now the ratio compares favourably. 
MR. BA TEMAN: Yeah, the ratio compares favourably. They have some higher head 

sights .  It ' s  very difficult to make a comparison like this that . . . 
MR. SCHREYER: Well, I did want only an overall perspective view on that, not to bog 

down in detail. The next question, Mr. Chairman, has to do with what is suggested from time 
to time from certain places, that Lake Winnipeg Regulation ought to have been deferred untii 
perhaps 1979 - 1980.  Using a simplistic straight line projection of cos l  experience, con
struction cost experience, could you give again a broad brush or a long-term prospective es
timate as to what Lake Winnipeg Regulation would cost if it were to be commenced in 19 - say 
five years from now, instead of now ? 

MR. BATEMAN: Well, Mr. Premier, that' s  even more difficult, but all I could in
dicate here is that our experience on labour costs and the associated fringe benefits with 
those labour costs have been going up in excess of 11 percent a year and I don' t think that' s  
going to stop. In fact, I think it' s going to perhaps increase .  Now, i f  you take that as one com
ponent of the Lake Winnipeg job and you look at the other materials that are necessary in the 
overall program, steel prices have been going up at an alarming rate thi s past year . We 
have various indices of material components that indicate very substantial increases in the 
last year and whether those are going to level off or keep going, I wouldn' t  know, but under 
the most optimistic assumptions, I would think we'd be lucky to come out if we were starting 
today, to decide to go and do Lake Winnipeg, we would be faced with all of those engineering 
costs and equipment rental costs and information gathering costs which would be in the order 
of three, perhaps four times what they were . By the time, we got the job done I would think 
Lake Winnipeg would be at least twice, maybe three times - that' s  j ust a ball park figure and 
if you wanted us to do some more definitive estimating on that we could, but there would be 
so many assumptions in it that I 'd question how valuable the estimate would be. 

MR. SCHREYER: Well, I realize, Mr. Chairman, it' s only an hypothesis and definitely 
only hypothesis now, but given that there has been persistent suggestion that at least this as
pect of Nelson River development could have been deferred to the end of the decade rather 
than now, it would have been helpful, without incurring any great cost in working out the 
projected costs of deferral, it would have been, I think, useful in order to obtain a perspective. 

But in any case, Mr. Chairman, my third and final question at this stage is to ask Mr. 
Bateman if he could relate to the Committee what the current thinking is relative to the best 
way to j uxtapose, with optimum schedule of construction of Nelson River development, any 
possible nuclear capacity, say, in the order of well, five, six hundred megawatts. Is this 
foreseen as something that has to be put into systems planning now and what appears at the 
moment to be the time frame for juxtaposing into development of the system a nuclear capacity 
in the order that I have referred to, 600 megawatts or thereabouts. 

MR. BATEMAN: Well, Mr. Premier, we have been giving some pretty serious thought 
to when nuclear should be installed on the Manitoba system, and I think there are several 
factors here. First of all, it' s a new thing for Manitoba Hydro to be moving into and I would 
not want to move into it if I was dependent upon it for a firm supply of energy for a given year 
without having some lead time on that so that I could walk up the learning curve, so to speak. 
I think we've got a lot of people that we' d  have to put into the millstream of association with 
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(MR. BATEMAN cont'd) . . .  other people who are in the nuclear field, and we' d  want some of 
that capability back in our own shop as opposed to engaging a consultant for a turnkey job ;  
because we would have to operate it and maintain i t  after i t  was built, i t  would b e  only proper 
that we have people that were knowledgeable in both its design and in its operation. So I 
have been seriously thinking about when nuclear should come into the Manitoba system, and 
I would believe that the latest I would like to see it come in i s  about 1986 . It may come in 
earlier under more favourable circumstances but 1986 is not very far away in the time scale 
that we' re talking about when you think that such a plant, a 600 megawatt nuclear unit, for 
which, by the way, we could get 50 percent federal financial support for, would take in the 
order of eight years to construct after site selection and all of the studies relative to site 
and so on were completed. So we' re quite seriously looking at this problem of nuclear right 
now. 

We have had some of our staff attending lectures last winter on it, not thi s winter but 
last winter. We had hoped by now to have assigned some people from our organization to one 
or more of the utilities in Canada that have nuclear, either through atomic energy at Sherridon 
Park to get the feel for the thermal problems associated with it and the development of it, 
or with Ontario Hydro to get some more in-house detailed design experience .  Now we haven' t  
been able to d o  that this year because we have had the biggest construction program in our 
history under way. All of our people are extremely busy. We j ust can' t spring anybody loose 
right at the moment. Perhaps this time next year we' ll know a little bit more definitively 
how we can proceed -into that nuclear picture that you're asking about, Mr.  Premier . 

MR. C HAIRMAN: Mr . Schreyer.  
MR.  SCHREYER: One additional question relating to  the possibility of a much larger 

interconnection with Ontario, and in that connection, Mr . Bateman, given that Ontario at the 
present time exports or sells about roughly five to six times as much hydro-electric energy 
to the United States than does Manitoba Hydro, how do.you see an interconnection, a major 
interconnection with Ontario, being of any particular impact other than perhaps enabling Ontario 
to maintain that ratio or even increase the ratio of sales relative to Manitoba Hydro sales . 
Would we in effect be simply transmitting energy which would perhaps involve a wheeling 
charge or something, but that in any case Ontario Hydro exports to the U. S. would probably 
be augmented partly with Manitoba energy. 

MR. BATEMAN: Well, Mr. Premier, Ontario Hydro of course has got a very large 
thermal and nuclear generation base now, compared to their hydro, and they are able to sell 
energy into a much bigger market than we have. They're interconnected in the northeast 
portion of the United States and they have many good interconnections . Now the purpose of 
our interconnection with Ontario at this point in time is to help them supply the northwestern 
region, the Lakehead to -- or s ay Nipigon Lake in that area to Kenora and the border, and 
this seems like a normal or natural route for energy to flow from our system into theirs to 
offset the need for them to build some thermal at the Lakehead which, by the way, they are 
proceeding to do now anyway. But if we were to interconnect in a bigger way with them, it 
would be a very costly transmission between here and Toronto where we would get into the 
part of their thermal system, and they really don' t need that energy from us at the price they 
would have to pay on top of the Nelson River generation cost, because they have such a good 
thermal base and they are so close to other energy sources in the U. S. where they do trade 
back and forth. So to the extent that they were able to buy from us cheap enough, I' m sure 
that' s  exactly what they'd do with it, they would sell it to a much higher-priced market , which 
i s  really what we would like to do . I mean, ther e ' s  a much higher- priced market south of us and 
I think that we can achieve overall greater benefits to Manitoba Hydro and its customer s than we 
could by supporting such a long interconnection to , say , T oronto. J ust looking at that in miles , I 
guess we're talking about roughly a 1 ,  200 mile interconnection into the T oronto area as opposed 
to a little bit les s  then 500 miles into the M inneapolis area, and in the Minnieapolis case we only have 
from here to the border , which is some 70 miles , and the rest of i t  is going to be built by Americans 
So it' s a much more attractive proposition from our point of view. 

MR. C HAIRMAN : Mr. Enns . 
MR. ENNS: Thank you, Mr. Chairman. I 'd like to take the opportunity of Mr . Bateman' s  

presence here t o  seek some information o n  a s ubject matter that concerns u s  at the moment in 
the Legislature, and I do so, Mr. Chairman, in speaking to Mr . Bateman as the chairman of 
a large group of Manitoba employees, I believe the report indicates that you're employing in 
the neighbourhood of 3, 000. 
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MR . BATEMAN: More than that. 
MR . ENNS: More than 3, 000 employees . My question to Mr. Bateman is s imply this: 

have you received any representations either through your personnel people, from your em
ployees in general, about their desi re to be more actively involved in the political proces s,  
either during elections or in-between elections ? 

MR. BATEMAN: Well I think, Mr. Chairman, we do have an employee of Manitoba Hydro 
who is very actively involved in the political process .  He's a member of your Legislative 
As sembly. 

MR. ENNS: Well fine. I 'm asking a serious question, Mr. Bateman. I recognize the 
Chairma::J.'s presence on your board. I'm speaking about the rank and file employees of the . 

MR. BATEMAN: He's not an employee. 
MR. ENNS: No. 
MR . BATEMAN: Steve Derewianchuk of Vita, Manitoba, is the Member for E merson, is 

he not ? 
MR . ENNS: Well I was not aware of that. 
MR . BATEMAN: You are now. 
MR . ENNS: Now I am aware of it. I assume that the same policy regarding that kind of 

involvement as is generally accepted for other members of the public service that a leave of 
absence is granted and should the person wish to come back to Hydro or something l ike that, 
you know, that pos ition would be there for him. 

MR . BATEMAN: There's no question about that. Steve's a very good employee of 
Manitoba Hydro and he is on leave of absence while the House is s itting and he will  have a job 
whe:1 he's ready to come back. 

MR . ENNS: Now my question really comes down a little harder down to the s ame posi t ion 
in terms of actively engaged in the campaign or i n  the promotion of a political party by your 
rank and file employees. 

MR. C HAIRMAN: Mr. Enns, I do not believe that that is a question that you should direct 
to the Chairman. If you have that question, that question is being debated in the House these 
days, you can express your particular views. The Minister would be able to answer those 
questions and you have the Premier here, who is the Minister responsible. I don't see why you 
should put the Chairman in the pos ition of getting involved i n  the political discussions that you 
would like to continue. 

MR. ENNS : Well, Mr. Chairman, I don't wish to argue with you but, you know, we some
times work in a vacuum in the House, we haven't been able to have the opportunity of speaking 
to the people who to some extent represent the very people that we are talking about, all that 
often. We are currently being asked to make decisions on it and I think it 's  eminently fair to 
ask, you know, in a general way to receive a general impression of the Chairman of Manitoba 
Hydro, who is an employer of many persons here in the Province of Manitoba. 

I put another question to Mr. Bateman. Manitoba Hydro is a major purchas er, and has 
the Board at any t ime, or have you or would you consider what posi tion the Board would take 
should, for instance, we pass an Act which would encourage or enable senior member s of Hydro to 
actively solicit  funds for a political party from, s ay, some of your suppli ers ? 

MR . BATEMAN: I'm not sure that I understand what you're driving at, Mr. Enns. I 
mean, when the employees are working for us between the hours of 8:00 and 4 :30,  we have con
trol over their time and it 's  not for such purposes as you outline. When they're off duty they're 
free c itizens, they can do what they l ike providing--well I was going to say providing they're 
available for work the next morning. 

MR . CHAIRMAN: Mr. Schreyer. 
MR. SC HREYER: On a point of order. I don't see anything wrong w ith the line of 

questioning, it's just a case of not being completely sure of the precise nature of the question 
or the informat ion it 's seeking to obtain. I think it could be said that there has been no intrin
sic or substantive change for some time. The reference was made to what hypotheti cal prob
lems could arise if employees of Hydro or members of the Board of Hydro were involved in 
pol itical activity on their own time. Would this pose a problem in purchasing, etc. ? Well, 
given the fact that members of the Board do have policy decisio:1-making to carry out, including 
passing on tenders and purchasing etc. , members of the Board I think for many many years 
have been, at least some members of the Board, have engaged like many other c it izens in some 
degree of political activ ity. I don't know that it 's caused p roblems in the past and I don't believe 
it is in the p res e:1t. 
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MR . ENNS: Well, Mr. Chairman, I won't pursue this l ine of questioning. I think per
haps I was attempting to do the Chairman of Manitoba Hydro a favour and inform him of the 
current matters under debate in the C hamber right now and that it indeed may be a subject mat
ter for future discussion at Manitoba Hydro Board meetings as to the degree of political involve
ment that you, S ir ,  would see as desirable, and to the extent that you would encourage your 
employees to take part. Thank you, Mr.  C hairman. 

MR . BATEMAN: We!l, Mr. Chairman, I have a normal process for receiving that sort 
of information from my M inister and that 's  the normal process I follow when I think I should 
offer him some advice. 

MR . C HAIRMAN: Mr.  Graham. 
MR. GRAHAM: Mr. Chairman.  The C hairman, before this line of questioC�ing came up, 

was talking about an interchange of power involving l ines of, what did you say? Fifteen hundred 
miles, twelve hundred miles ? 

MR . BATEMAN� You mean to Toro:1to ? 
MR. GRAHAM: Yes . 
MR . BATEMAN: Toronto is 1, 500 - well 1, 200 to 1, 500 miles, in that order. 
MR. GRAHAM: Once the James Bay project comes into effect, what would be the distance 

for an interchange, s ay, from Kettle to James Bay. It would be cons iderably shorter would it 
not ? 

MR. BATEMAN: Yes . That Kettle to James Bay interconnection is somewhat less than 
1, 000 miles, but you know we're interested in what value would there be to such an intercon
nection, j ust as we are currently discuss ing with B. C .  Hydro, what value there could be for 
an interconnection with James Bay o r  with P eace River, for example. Now it's all very well 
to i nterconnect two sources of hydraulic  generation providing they have very different charac
teristics as far as the flow in the watershed; but you also would have to have additional trans
miss ion from James Bay to their load centre or from Nelson River to our load centre in order 
to util ize the alternative source of generation. If it came from James Bay to Kettle then you 
still have to get i t  from Kettle to our load and that is an expensive proposition for the small 
number of times that you can make use of such diversity. It's  much better, much better if you 
can justify to interconnect the load centres where you could then make use of the generation to 
the load to displace a higher priced generation, or i n  times of shortage of supply you can sup
ply the alternative load. 

MR. GRAHAM: I had one or two other questions on an enti rely different line, Mr. 
Chairman. This i s  dealing mainly with what proposals are being put forward by Saskatchewan 
Power for uti l ization of the upper C hurchill ? Could the Chai rman indicate to us what - I'm 
sure there must be close l i aison between the two corporations and if he cDuld give us some 
indication of the plans that are being put forward at the present time for the utilization of the 
upper Churchil l .  

M R .  BATEMAN: Very good. Mr. Chai rman, the Province o f  Saskatchewan i s  currently 
embarked on an environmental study in conjunction with the eavironmental area, the Federal 
Government and also Manitoba Governmeat Water R esources or Mines Energy a:1d Environmen
tal Manageme!lt are participating. 

Now the object of this study is to determine what the i mpact of two Hydro s ites on the 
upper Churchill R iver would be in the P rovince of S askatchewan, and one of them is just below 
the confluence of the Reindeer and C hurc hill Rivers which would have the added advantage of 
being able to put storage from the Churchill R iver into Reindeer Lake and vice versa, take it 
o·1t. And consequently it would have an i mprovement in flow characteristic of the C hurchill 
R iver in the reach coming into Manitoba. It would tend to level out the flow pattern better for 
our generation requirements just as it would for theirs , and the re's  a plant part way down the 
river below that which would make use of that same storage, i t  would be another run of river 
plant and then of course Island F alls . Now this of course will requi re some further intercon
nection with Manitoba and some transmiss ion away from that down to their load centres. So 
these are currently under investigatio!l; we have joint committees on the planning of the 
electrical system which is proceeding but it wi ll be a year or two before any decision is made, 
I beli eve, on that Churchill River generation. 

MR. CHAIRMAN: Mr. Graham. 
MR . GRAHAM: So it will be at least two years before those studies are completed ? 
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MR . BATEMAN: Well I won't say at least two years. They've been under way for some 
months now but it will be in the order of a year before that report is ready as I understand it. 
I'm sorry I can't give you the exact date, but even after the report i s  completed there's still 
an assessment period and so on for them to go through. 

MR . C HAIRMAN: Mr. Patrick. 
MR. PATRICK: Mr. Chairman, I have a question for Mr. Bateman. You stated a little 

while ago that you are on the homestretch of negotiations in the stage of exporting power and 
entering into a standard interconnection agreement. My question i s :  For an average layman 
l ike myself, what would it amount in sale, in dollars and cents ? What kind of revenue do you 
s ee Manitoba getting, let's s ay the first year if you enter into an agreement like that - what does 
it mean in dollars a:1d cents ? 

MR. BATEMAN: Well in the sense that I spoke about, standard interconnecti on agree
ment with the s ale of summer surplus capacity, some energy with it, and the sale of surplus 
energy in an average year and other benefits, we anti cipate revenues in the order of $25 mil
lion a year from such an interconnection. 

MR. PATRIC K :  Would that be an average or would that be high? 
MR. BATEMAN: That 's  an average year. 
MR . PATRICK: That's an average year? 
MR . BATEMAN : Without the sale of  any f irm capacity from Nelson plants that are built 

earlier than required, without that. This is just an average year. 
MR. PATRICK: I see. 
MR. BAT EMAN :  Now the cost of building it of course is quite substantial but the annual 

carrying charges on such an investment I think are in the order of $16 million, i s  that ? S o  we 
would net about $10 million a year. 

MR. PATRICK: From the s ales . 
MR . BATEMAN: From s ales. 
MR . PATRICK: You also stated that the summer sale would b e  "firm s ale". Can you 

explain firm sale, and you talked about short term and long term. C an you give us some indi
cation and what do you mean by long term and short term? How many years is that ? 

MR . BATEMAN: Well in my context then I was us ing five years as long term and short 
term on a summer to summer basis .  But the agreement, if  we do reach an agreement on this 
it would be for a term of somewhere between 10 and 15 years, that is the 10 or 15 years would 
requi re that we sold them each summer capacity that was surplus to us at a pool rate which is 
established now and the energy would vary as coal prices vary. 

MR . PATRICK: But in that agreement you' d have to have it predetermined what is your 
surplus would you not or you'd have to have some figure. 

MR . BATEMAN: Well yah. We're putting a figure of 500 megawatts as the present 
figure on our surplus. That's summer surplus. 

MR . PATRICK: That would be for 15 years ? 
MR . BATEMAN: Well somewhere up to 15.  I 'm not sure that we will go for 15 years. 

Now the other advantage, of c ourse, we' d  like the longer term because there are advantages 
to us as well. But I can't foresee 15 years as clearly as I'd l ike to see it. 

MR. PATRICK: The price for that sale would escalate as the cost of . 
MR. BATEMAN: The energy price would escalate. 
MR . PATRICK: Yes, that's what I mean. 
MR. BATEMAN: And the energy price of course for that portion that I referred to is 

firm which is just a small amount of energy, 20 percent of the time that that capacity is avail
able we have to provide some energy with it. That's what I refer to as the firm energy. 

MR . PATRICK: But the 15 year sale that would escalate, the sale . . .  
MR . BATEMAN: The energy price associated with that capacity each summer would 

escalate in accordance with the present--we've said from the date we s ign such a letter. If it 
was tomorrow, from the date we s ign that letter then we're going to start escalating the price 
of our energy, which we've said now i s  5 mills or cost plus 10 percent, and that price will es
calate until the term of the agreement is over. 

MR. C HAIRMAN: It is now 12:30.  There are still a couple of people who wish to ask 
questions . Is it the intention that we adjourn today and the next meeting of the Committee will 
be on. March 2 1st at 10:00 o'clock in Room 2 54. C ommittee rise. Mr. Graham. 

MR. GRAHAM: Mr. C hairman, before Committee rises I would just l ike to ask the 
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(MR. GRAHAM cont'd) . . . . .  C hairman one question.  Maybe he can provide us with informa
tion for the aext meeting. There has been quite a bit  of c ontroversy over the winter road sys
tem and the movement of supplies into the remote areas of northern Manitoba and I realize that 
it's very difficult to give a complete breakdown, so I was wondering if the C hairman could 
give us a breakdown of the cost of moving supplies by winter road, by air, the amounts moved 
s ay into a community such as Garden Hill, for example, over ihe past five years, the amount 
t hat has been required each year, how i t  was moved, how much went by air, how much went by 
winter road system, so that we can better determine a program whi ch i s  not involved with 
Hydro at all but we can use Hydro as an example of o::te of the major users. 

MR . BATEMAN: To the extent that we have that information available for five years I 'll 
try and supply it for the next meeting. 

MR. GRAHAM: Thank you. 
MR . CHAffiMAN: C ommittee rise. 




