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‘ime — 10:00 a.m.
>HAIRMAN — Mr. Harry Harapiak (The Pas).
MANITOBA HYDRO-ELECTRIC BOARD

AR. CHAIRMAN: | call the Committee to order. It is
>ublic Utilities and Natural Resources and we are
;onsidering the Annual Report of Manitoba Hydro.

Mr.Brown, | had your name onthelist,sowouldyou
ike to go at this time?

AR. ARNOLD BROWN (Rhineland): Thank you. My
irst question would be addressed to the Minister. |
1otice in looking over the names of the people on the
3oard at the present time, | am wondering who is
ipeakingforthe farming community; whenyou will be
yuilding transmission lines, a large portion of those
ransmission lines will be going through the farm
sommunity and also they are huge consumers of elec-
ricity. Is there anybody representing the farming
sommunity on the Board at the present time; that is,
an active farmer?

VIR. CHAIRMAN: Mr. Minister.

HON. WILSON PARASIUK (Transcona): | will haveto
jo some checking on that, | think that is a valid ques-
iion. Mr. Minish, | know, had a farm background, but
1eis now abusinessman in Swan River. | don’'t know if
ne is still involved in farming or not, but | will check
intothat. | don't know if the previous Board had any-
one who was an active farmer; maybe you were an
active farmer. | don'’t think that Peter Fox, the MLA
who sits on the Board right now, is an active farmer as
such, although | do know that he is a power engineer.

The Boardis stillnotcompleted in terms of its com-
position. There are 3 or 4 other spots to be filled. |
know we wanted rural representation and | take your
concern as a valid one and | will look into it.

MR. BROWN: It is of special concern in my area
where land is selling for between $1,500 and $2,000an
acre, where you have alotof special crops which have
to sprayed by plane, and hydro lines do create a lot of
havoc and a lot of negotiation will have to be done with
the rural community if they are going to be accepting
a line down that way.

There is great concern already being shown on the
Mandan line and | believe that it is rather important
that Hydro address themselves to that particular prob-
lem, if they have any intention, that is, of going ahead
with the Mandan line.

Therewas mention that the Board policies had been
reviewed and that some major changes had been
made. | believe that this statement was made by Mr.
Cherniack. | wonder if he could explain what major
changes had been made?

MR. CHAIRMAN: Mr. Cherniack.

MR. SAUL CHERNIACK: Mr. Chairman, maybe it is
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tooearlyinthe morning; | donotrecollect saying that
major changes have been made. | will take a moment
tolookatmy notes, butl mustsayoffhandthat!l do not
expect that statement would be a correct one. If |
made it, | was wrong. | don't think | made it, in which
case Mr. Brown is wrong.

MR.BROWN: | do not havea copy of Mr. Cherniack’s
statement, so it is just that | made a note while he was
speaking, so | could have understood him wrong. |
don't really know.

My question would still be as far as transmission
lines is concerned. What is the policy at the present
time — and maybe Mr. Blachford can answer thatone
— in getting the right-of-way for transmission lines?

MR. CHAIRMAN: Mr. Blachford.

MR. L.D. BLACHFORD: The policy on these larger
transmission lines is once the route for the transmis-
sion lines has been selected to expropriate the land,
expropriate a right-of-way for the transmission line,
and to pay 75 percent of market value forthe acreage
that is included in that right-of-way.

MR. BROWN: | suppose this would be an easement
that you are talking about, that you would get an
easement to put the power line across that property.
In other words, the policy then really has not changed
in the last six months from what was in force previously.

MR. BLACHFORD: Thatiscorrect, it hasnotchanged.
MR. BROWN: Thank you.
MR. CHAIRMAN: Are there any further questions?

MR. BROWN: Yes, | have further questions. | notice
that the rate that we are selling power to the United
States has notincreased over thelastfouryearsorso,
and yet the costof generating, if we are to understand
what is really happening within the industry, is
increasing considerably. What is the generation of
coal doing in North Dakota? Is that price also escalat-
ingoristhat the main factor why we cannot get better
rates for the power that we are exporting south?

MR. CHAIRMAN: Mr. Blachford.

MR. BLACHFORD: | believe the cost of coal just
south of Manitoba has remained relatively static.
However, a large contributor to the stabilization of the
cost of energy down there is the fact that the utilities
immediately to the south have in the past years
brought on some very large and very efficientgenerat-
ing units and this has tended to keep the price of
energy down in that market area.

MR. BROWN: If we are talking about power selling
from Limestone — whenever Limestone is builtand
the costis goingto$3billion —hasa study been made
or do you know what the selling price of thatpower is
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going to be at that time?

MR. BLACHFORD: | don't have the concise figure on
the basis of a $3 billion number. However, | think the
member knows wehopetobringitinbeforethattime,
and based on approximately $2 billion, it works out to
about 40 to 50 mills per kilowatt-hour, depending on
the assumptions made.

MR. BROWN: 40 to 50 mills.

MR. BLACHFORD: If the price of generation from
coal of electricity is not going up at the samerate that
the price of generation from water is going up, the
generation from nuclear power is not going up either
and in Ontario, of course, they are producing their
power. Do you see adanger that at some pointintime
in Manitoba, it is not going to be viable for us to
generate power from water?

MR. BLACHFORD: No, | don'tforesee that. While the
current price of interruptible energy in the U.S.,
immediately south of us, is relatively stable, the pro-
jections are that the price of energy in that area will
also climb considerably over the next few years. Their
new generation also costs a lot more than what the
current generation has cost.

MR.BROWN: Mention was made that you were nego-
tiating with Wisconsin. Is there anything further to
report on these negotiations? How are you coming
along with extending the line, | suppose it would be
the line to Minneapolis which would be extended?

MR. BLACHFORD: These negotiations haven't really
progressed to the extent where these kind of details
are being looked at yet. They are really just getting
started with the negotiations.

MR. BROWN: Is the ultimate goal of Manitoba Hydro
going into Wisconsin to try to reach the Chicago
market?

MR. BLACHFORD: That might be a desirable end
result if we could getthat far.

MR. BROWN: | believe, if | remember correctly, that
you have to get to the Chicago market before you get
into an area where there is a price high enough really
to justify large expenditures of monies in new
generation.

| would like to get back to the Mandan line. How are
negotiations proceeding with Mandan line? We have
been hearing a lot about the South Dakota and North
Dakota communitiesover therereally fighting theline
and they have been winning some courtcases, which
made Nebraska have to justify the power line. How are
negotiations coming along with the Mandan line?

MR. BLACHFORD: Our negotiations with the
Nebraska Public Power District are proceeding. |
think that we are almost at the stage where we will
have a definite agreement with them. As far as the
NPPD's activities in the United States are concerned,
we understand that they have gotapproval, of course,
in the State of Nebraska. In the State of South Dakota,
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they were turned down by the public utilities agency
there on the basis of having not proved the need for
this powerin Nebraska. They are taking this to a court
in South Dakota and it remains to be seen how it
comes out. In North Dakota, they are expecting to file
their route for the line sometime within the next few
weeks and | think that is a general statement of where
we are at.

MR. BROWN: Is there any indication that the route
might be changed somewhat because of the objec-
tions of the communities?

MR. BLACHFORD: | don't think we can say anything
about that at this stage. They tell us that they must file
a route that goes from the 49th parallel right through
North Dakota. It has to be filed that way. What objec-
tions may be raised, we can't say.

MR. BROWN: When you are negotiating with
Nebraska Power, atwhatrateare you discussing? Are
you discussing the new rate which we can possibly
see from Limestone as the 40to 50 mill rate? Is this the
rate that you are discussing with them, or is rate not
entering into the agreement at the present time?

MR.BLACHFORD: Thecostofenergyisnotentering
into the agreement at this time. It is based strictly on
the diversity of energy between Manitoba and mainly
Nebraska. Thereis nocostof energy enteringinto the
basic agreement.

MR. BROWN: Is there any deadline that you are talk-
ing about in terms of when you would like to have this
line completed? Is Nebraska pressing Manitoba Hydro
for some kind of a date?

MR. BLACHFORD: They have indicated that cur-
rently their date for this is 1988. Manitoba Hydro's
stanceonthisisthataslong as we keep the conditions
of the agreement, as we have them laid out in the
Letter of Intent that was signed with them almost two
years ago, a year or two or three or four doesn't really
makethat much difference to the basic economics of
the line which is based on the diversity between the
systems.

MR. CHAIRMAN: Mr. Downey.

MR. JAMES E. DOWNEY (Arthur): Mr.Chairman, the
Manitoba Hydro has initially or, | guess, in the initial
stages of their development, through the foresight
and the drive of one particular former Premier of this
province, Mr. D.L. Campbell, with his rural electrifica-
tion program, made a very important move to bring a
source of renewable power to the farms and to further
advancetheagricultural people throughout Manitoba
in their lifestyle and their ability to produce food. The
cost at which that was providedto the farm commun-
ity was quite reasonable and the cost of installation of
the utility to the yard, if | understand it correctly, and
maybe there's people here with a little more knowl-
edge of it than | could correct me, but | understand at
that particular time there was no direct charge or
installation charge to the farmer or to the individual
rural resident. Is that correct?
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MR. BLACHFORD: | am sorry, | am not aware of just
what the circumstances were at the time of the initial
installations were made, but currently the installation
additions to the systems are made on the basis of
costs, and when a new installation is requested it
depends really on what the utility has to do to make
the connection. There are parameters set out to as
how far we'll take a line before the customer has to pay
a contribution, a construction contribution. Beyond
that, the customer has to pay a contribution and what
he has to pay is based on his expected load as well as
what the construction cost is.

MR. DOWNEY: | appreciate that. The point | am try-
ing to make is that initially when the utility was made
available, the objective was to provide a power source
tothe farm community because of the factthat we had
an abundant supply of water power that would be in
the best interest of the domestic users, both residen-
tial and farm users, at very low, if any, installation
costs. It was built into the overall rate structure and
paid for over the developmental stages of the utility.

| guess that's the kind of principle that | would have
hoped that we could see still carried out, because |
think that when we are looking at the changes that are
taking place in agriculture, and the fact that in most
agricultural communities we don't have the availabil-
ity of natural gas as they do in some of the other
provinces, and the fact that the nonrenewable energy,
such as our traditional diesel fuels and the petro-
chemical industry, have increased in costs so much
that to maintain an advantage, that | think we have as
Manitobans — that the present policy, if | understand
it correctly, when it comes to modernization of some
of the farm units; | would like to first of all, | think Mr.
Blachford has indicated whatthe policy is, after so far
thereisa charge. When we talk of installation of elect-
ric motors to power irrigation equipment; when we
talk of additional power, three-phase power to oper-
ate grain dryers, because we are seeing a tremendous
move towards thatin the agriculture community, but
in most casesthathavebeenbroughttomy attention,
Mr. Chairman, the initial costs of installation of the
equipment needed to provide that three-phase power
is prohibitive for those farm people to install that kind
of a power supply.

I've had probably three cases brought to my atten-
tion that, first of all, there seems to be an inconsis-
tency in the policy that, in fact, different farmers have
been charged different rates. One particular case that
was brought to the attention of the Chairman some
timeago by myself where a dairy farmer right south of
Brandon, which is in my constituency, lost his dairy
barn because of fire. The power has to be taken from
one side of No. 10 Highway to the other side just
across the road, and the cost to change to a three-
phase power when he’s building a brand new dairy
operation and wants to modernize his power input,
the cost seems somewhat exorbitant when it's com-
pared to the cost of installing three-phase power for a
corn drying unit in another part of my constituency.

I would hope that number one, Hydro would be able
to work out a mechanism or a financial arrangement
with the farm community where rather than paying all
the initial costs of the installation of that project up
front,thatit could be paid for over a longer period of
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time. | think it would encourage them to use more
hydro-electric power, allow them to modernize their
farm operations and after all | think that they have
been the basis that has paid for the residential, and
farm people have been the basis to help pay for the
hydro over the longevity of the utility. Of course, it's
advanced into other extra provincial sales and other
power uses with the development of the province and
that's all a very good objective, but | don't think they
should forget the basic people that it was set up to
provide service for and that's the people of Manitoba,
the residents and rural Manitobans. | would hope and |
would request that Manitoba Hydro would consider a
financial arrangement with farmers who want to
update or modernize their power to three-phase
power so that they could pay for that installation over
a longer period of time, rather than having to put the
exorbitant amount of money in a lot of cases up front
which in most cases doesn't allow them to proceed to
use the utility that | think should be used first of all in
Manitoba and then sold outside the province.

So | think if the Chairman or the Minister could
clarify what the policy is currently as far as the updat-
ing of hyrdo service to farms, a change-over to three-
phase power, what are the guidelines that they use to
say whether or not how much a farmer pays, whether
he has to go one mile, two miles, or if he just has to go
half-a-mile across the road or even the width of a
highway and a road allowance to his dairy farm. What
is the policy?

MR. CHAIRMAN: Mr. Minister.

MR. PARASIUK: Well, I'll ask Mr. Blachford to give us
the policy. In terms of the concerns that the member
raises, | assume that they are concerns about past
practices of Hydro with respect to a modernization of
electrical provision. | think the concern you raised
deserves consideration and | give you the commit-
ment that | will ask Hydro to do areview of the concern
that you raise and to tell me what that might cost the
Hydro utility, whetherin factit would cost anything or
whetherin factit'sjust a matter, as you say, of phasing
payments out over a period of time because there
could be a heavy front end cost to it. | think that the
concern you raiseis a valid one, a legitimate one, and
I'll be askingthemto review it, but | think if Mr. Blach-
ford could provide any clarification as to what is in
placeright now, maybe he could do so.

MR. CHAIRMAN: Mr. Blachford.

MR. BLACHFORD: Asindicated, this policy is based
on cost. | believe the original remise when the rural
electrification was put in was to supply the home and
now thatit’s getting into industry it becomes a differ-
ent set of circumstances. The policy that we have,
based on length of line and then on cost after that, is
consistently applied. It may seem inconsistent to
some persons because they are further away from the
source than others and this will have an effect on it.
In the case that Mr. Downey mentions, | looked into
this myself and it is a good distance that the three
phases have to be brought to this particular farm,
hence the higher cost, and this is combined with the
fact that the particular customer is not going to
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increase his load or he hasn’'t demonstrated that he's
going toincrease his load with the three-phase power.
Hence, we're asking for what certainly seems like a
fair amount of money for that.

MR. DOWNEY: To the Minister, Mr. Chairman, |
appreciate his willingness to review the policy on pay-
ing for installation charges on a longer term period
versus up front, because with the feeling that | have
and with the information that we have sometimes
received from Hydro, at certain times we have excess
capacity of water going over the generators and it
seems a shame that when we have a Manitoban and a
ready consumer ready to use more power that he's
kept from doing that because of prohibitive charges. If
an agreement could be worked outbetweenthe Hydro
and the farm community, | think it would be in the best
interests of them both.

In getting back to my initial comments about the
objectives of providing hydro-electric power for Man-
itobans, | guess when a person thinks back in his
lifetime about what are some of the highlights of hap-
peninginruralManitoba, that whenyou'relivingin the
southwest corner of Manitoba and you've used coal
oil lamps, you've used wood stoves, you've used
refrigerators that were not powered with electricity,
and about 1952 at a particular day the hydro was
installed and the hydro lights came on, and I'll tell you
itwasone ofthosetimesin aperson’shistory thatyou
want to remember and it was really dramatic to any
community that had those lights turned on and the
power available. That's the kind of objective | hope
that we can carry on and as | say with the moderniza-
tion, particularly with the grain drying equipment and
with the irrigation equipment that could be heavy
users of power, hydro-electric power, it would be a
shame to continue to prohibit them from being used
and to use high-cost high-taxed diesel fuels and that
type of thing.

To Mr. Blachford, there's one area of inconsistency
that | want to point out and that was one particular
system was put in for a grain dryer in one particular
area of my constituency at a certain cost and it seems
somewhat of a reasonable cost. Another individual,
sometime following that, had the same kind of work
done, apparently at a less distance and the same kind
of equipment, and the cost was somewhat higher.
Subsequent to bringingitto my attentionand to some
of the local Hydro people’s attention, there was an
adjustment made to the latter person who had paid
more, What I'm having difficulty finding out is: whatis
the policy, what are the specific charges and | think it
would be helpful if that could be pointed out?

As far as the dairy farmer is concerned, | tried to
point out that the hydro does not have to move very
far. It moves from the east side of No. 10 Hwy. — and
most people here know what it's like south of Bran-
don, No. 10 Hwy. runs straight south of Brandon.
There's a dairy farm, the front page of The Free Press
carriedthe fire and the unfortunate situation that they
had. The hydro has to be carried from the east side of
the highway to the west side of the highway. | wouldn't
wantto go metric, | wouldstickto yards, butitisavery
shortdistance. They put up abrand new modern dairy
barn, a commitment to produce food and milk for the
people of Brandon and all the southwest corner. They
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want to put in a new modern power system from the
Hydro, but the one reason that they have to pay so
much money is that they are not going to use more
power. Ifthey said they were going to use more power,
then it probably wouldn't cost them as much. | think
the farmer is an honest person. He doesn’t want to
work the system and say, sure, | am going to use more
power and a year later have only used the same
amount. | don't think itis a good criteria. | think if he is
modernizing his power unitinaway in which will give
him other advantages, that he shouldn't be restricted
from doing it. | again can't find out why the cost of
$5,000 to do that is put in place.

When we look at what has happened in the grain
drying industry, for example, where they have had to
move maybe a mile-and-a-half ora mile-and-a-quarter
with three-phase power, when the cost to do that is
somewhat less than the $5,000 to go across the road.
So, | would hope that | have pointed the problem out
wellenough that Hydro would take a serious look atit
and try to correct the anomaly and come out with a
stated policy on it, and as the Minister has indicated
give the farm community some ability to pay the up-
front costs over alonger period of time on their Hydro
bill and | would be satisfied.

Thank you, Mr. Chairman.

MR.BLACHFORD: We don't mind revealing this pol-
icy. It is well known to everyone withing Hydro and
anyonewhowantstoaskforit. | willgetthe policy and
make it available.

MR. CHAIRMAN: Mr. Orchard.

MR. DONALD ORCHARD (Pembina): Thank you, Mr.
Chairman.

| don't know who would be the best person to
respond, possibly the Minister or maybe the Chair-
man. Irrigation systems have gone in, in the last few
years, centre pivot type, and often they are a fair dis-
tance away from that three-phase power that my col-
league, Mr. Downey, has mentioned. The cost of get-
ting three-phase power to them has caused these
people to elect to go to diesel generated electricity.
The Federal Government has a number of programs
on right now which promote off oil. Do you know
whether there is any off-oil incentives or subsidies or
grants from the Federal Government to switch centre
pivotirrigation systems from diesel generation over to
electric generation?

MR. CHAIRMAN: Mr. Minister.

MR. PARASIUK: Right atthistime, | couldn’'tsay spe-
cifically. We have asked the Federal Government to
work with us to try and in fact substitute hydro-
electric power in every possible instance for nonre-
newable oil and natural gas. Sometimes, what happens,
when the Federal Government announces a program,
is that they haven't worked out the specifics. We have
had that in a number of other instances, but the point
youraise is one that has been brought to my attention
the first time by you today right now. Certainly, |
undertake that both my department and Manitoba
Hydro will pursue this with the Federal Government to
determine whether in fact there are any incentives or
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could, in fact, be developed incentives to do this.

MR. ORCHARD: On past occasions, | have quizzed
Hydro on their three-phase line delivery policy. |
haven't always been in agreement with it during our
term in power. | found some of the charges to be too
high to encourage the person to gotothree phase and
as anyone knows any time you get past, | think, three
horsepower in an electric motor, your three phase is
less costly for the motor and more efficient to run. |
think in today's day and age, everybody is after effi-
ciency. | know that Manitoba Hydro has got about a
9.5 percent interest program for homeowners to
replace windows, doors, energy saving sorts of fea-
turesin homes, and yet when the business community
or the farm community approaches Manitoba Hydro
onthe basis of going three phase and accomplishing
some similar energy savings and cost savings to their
business or their farm operation, they have beeninthe
past stymied by the cost of three-phase delivery,
whether it be a short distance or a reasonably long
distance. | think, no criticism of the present adminis-
tration, thisis just a time for the system to take a look
at three-phase installation and attempt to develop a
policy that would make the conversion over to three
phase in as many cases as possible affordable. Sure,
you are not going to do it to everyone because every-
one doesn't need it. | think, there is a 15 horsepower
minimum on a business requirement before they
bringinthree phaseateitherareducedor nocost, but
| would certainly encourage this Minister and he
would have my supportto develop a new policy to get
three phase more readily available to the larger busi-
ness and farm users.

MR. PARASIUK: In this respect, | will ask Hydro todo
the study of the costs. | indicated that to Mr. Downey
and | think thatinterms of whether infactitshould be
frontended or paid over a period of time, | think that
may in fact require a government decision because
Hydro administers the home installation program
right not, but it is a government program and that
would be a government decision. | think the com-
ments of both Mr. Downey and Mr. Orchard are well
taken.

In terms of Mr. Downey, | lived on a farm 7.5 miles
from the corner of Portage and Main and we had a coal
oil lamp as well. So, | could see the bright lights ofthe
city, but | didn't have them in my house and | can
appreciate thechangethat occurredin ourlifeand the
life of our family when we in fact got electricity in
there.

MR. ORCHARD: | have always remembered electric-
ity. Another question that is along the lines of this
three-phase power provision, a number of people,
when they have priced out the cost of three phase to
their premises and found it out of hand, that they just
can't capitalize that much cost, they have gone to the
phase converter route. Once again, | think the phase
converter route is not as efficient as direct three
phase, but it's sort of in between. While the Ministeris
maybe reviewing some of the energy programs, maybe
a low interest loan or a lower interest loan or a long-
term spread out cost of phase converters might also
be considered in any of his deliberations with
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new policy.

MR. PARASIUK: Sure, and indeed any particular
specifics in relation to the topic that has been raised
today, if the people think of them later on, please send
me a note outlining more of them. | think that if we are
going to look at it, which | think is a valid request, |
can't commit myself with respect to an answer, but
certainly looking at the various aspects that the
members are raising today is a commitment that |
make. If you have others, please raise them or send me
a note.

MR. ORCHARD: A questiontothe Chairman, | think it
was maybe two fall ago, the general Carman and
Morden area, thereis a belt in between there that went
into and will stay in, | presume, corn production for
the foreseeable future and there was a lot of grain
dryers went in with pretty substantial load increases.
It was getting borderline as to whether some of the
lines had capacity to carry this very high seasonal
requirement. Are any of these areas like the Carman-
Morden area or possibly over into the Red River Val-
ley, are there any areas that are now overloaded with
the present line capacities that have been in place for
several years?

MR. CHAIRMAN: Mr.Blachford. Wereyou directinga
question at the Chairman or the Chief Executive?

MR. BLACHFORD: Mr. Chairman, | am not aware of
any specific cases, but | think it's true that we are
continually upgrading these lines and increasing the
capacity when it is necessary. | am not sure of the
geography. | did mention the other day there was a
large line plan to go down to Letellier. | think that's in
the same general area, is it not?

MR. CHAIRMAN: Mr. Orchard.

MR. ORCHARD: It's furtherwest.Some couple, three,
four months ago there was some indication that Onta-
rio was not going to be renewing their power sale
agreement with the province. When will they no
longer be buying power from Manitoba Hydro?

MR. BLACHFORD: | believe within two years, under
the current arrangements, they will no longer be buy-
ing power from Manitoba on a continuing basis.

MR. ORCHARD: What will be the revenue implica-
tions, the decrease in revenue from the loss of that
Ontario sale?

MR. BLACHFORD: It would appear that there would
be some decrease. Just from memory, | believe we're
getting somewhere in the order of 18 mills for
kilowatt-hour on the averagefrom Ontario at thistime.
That power that sold on the interruptable market to
the U.S. — well in the last 12 months, we've averaged
somewhere between 15 and 16 mills, so there could be
a decrease.

MR. ORCHARD: Then basically the CEO is saying
that the Ontario capacity that will no longer be
required by Ontario will move into the U.S. market?
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MR. BLACHFORD: | would expect that would be the
case.

MR. ORCHARD: Does that represent all of the Onta-
rio sales or just a portion of them that they are not
going to be renewing?

MR. BLACHFORD: Within the two years, | believeitis
all the Ontario sales. They phase out and | believe one
of them phases out this year.

MR. ORCHARD: Would it be possible — | realize the
figures probably aren't readily available — would it be
possible at a later date to provide me with a guessti-
mate as to what that might represent on a decreasing
revenue to the system?

MR. BLACHFORD: Yes, | will look into these figures
and as | say, it is from memory, they’'ll have to be
checked.

MR. CHAIRMAN: Mr. Minister.

MR. PARASIUK: Yes, on this, for these types of ques-
tions, we'll take them down as notice and | think the
normal procedure is to mail the specific technical
information to the members afterwards.

MR. CHAIRMAN: Mr. Orchard.

MR. ORCHARD: In the Annual Report on Page 7,
extraprovincialpoweris broken down at 22 percent of
Hydro revenues for ‘80-81 and | suppose there will be
asimilar — well, each year they have asimilarchart —
and when we get into the detailed financial statistics, it
doesn’t break down the value of those sales say, in
dollar value, to Ontario, to Saskatchewan and to the
United States. Is that breakdown available?

MR. CHAIRMAN: Mr. Blachford.

MR. BLACHFORD: Yes, we have a breakdown
between Canadian provinces and the U.S.

MR. ORCHARD: Would you have that breakdown
with you this morning?

MR. BLACHFORD: The total for the year just fin-
ished, March 31st, 1982, was $72,383,759.00. Of this
amount, $49,800,000 almost went to the U.S. There
was about $6,900,000 went to Saskatchewan and
$15,700,000 went to Ontario. By the way, | was wrong
here. The rate in mills to Ontario for the year was 14.5
mills, the ratetotheU.S.fortheyear was 15.8 mills, so
contrary to what | thought, we mightgain abit on this.

MR. ORCHARD: Do you have the mills to
Saskatchewan?

MR. BLACHFORD: The actual for the year was 20.1
mills.

MR. ORCHARD: Thank you. | had one more — | will
defer until | find my other question, Mr. Chairman.

MR. CHAIRMAN: Mr. Manness.
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MR. CLAYTON MANNESS (Morris): Thank you, Mr.
Chairman. | have learned one thing today, don't go
after Mr. Orchard or he'llask most of your questions. |
would like to ask a question if | can on reserves. |
gather that reserves have just really been built in the
lastthree years and for the various reasons given over
the other day, that in fact they have dropped and will
continue to drop. | am wondering if Manitoba Hydro
has a policy regarding the optimum level of reserves
which they would — given that Hydro was making
money, would there be aoptimum level at which they
would like to reach and thereat stay?

MR. CHAIRMAN: Mr. Blachford.

MR. BLACHFORD: If | may presume to speak for the
Board, | don't believe there is a reserve figure that's
fixed; $100 million seems to be a good figure. If you
recall the graphs that we showed on the overhead
here the other day, we getto a pointsome years down
the line where we could lose that much in one year.
Thatis to say we could failto earn that much in sales if
we had to buy instead of generating with water power.
So possibly 100 is a good figure, but as far as | know,
thereis no policy fixed on that.

MR. CHAIRMAN: Possibly Mr. Cherniack would like
to comment on that.

MR. CHERNIACK: Mr. Chairman, I've attempted —
well, I've confirmed the fact that according to Hydro
records and Hydro memories, there is not a policy on
what is a good debt equity ratio and since the freeze
was imposed, there was no point in establishing a
policy because there was no control. There are many
arguments that seem to vary between 80 some per-
cent debt in Quebec —(Interjection)— 70-30 in
Quebec; where 70 percent is debt 30 is equity. That, |
think, is the outstanding one. | think Nova Scotia s in
the deficit position like 101 debt to-1equity. Manitoba
isnowsomewhere around 97 percent debt, 3 percent
equity and the projections by staff is that in a few
years, it will be insolvent in terms of having no equity.
But | find that there was never any objective estab-
lished, although it is always being discussed, but it
has not been done at any time in my investigation.
Does that answer you?

MR. CHAIRMAN: Mr. Manness.

MR. MANNESS: Well, | take it then that it has not, in
fact, been discussed at the Board level. But is it the
intention then of the new Chairman to make this a
relevant topic, one that will be possibly acted upon in
the future?

MR. CHERNIACK: Mr. Chairman, because | found
thatthere wasno policy, I havecertainly indicated that
| would like the Board to start discussing what is the
optimum objective, but we're long range from that.
The projection that we have, that wasdistributed toall
members through the Minister, indicatesthatwe have
to know where we stand in relation to our ability to
raise the rates in order to think in terms of what is the
optimum debt equity ratio. | might say that, because
Manitoba Hydro's debt is guaranteed by the Province
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Manitoba. | personally am not too impressed with
2importance of there being alarge equity related to
2 total assets of Hydro, because the only justifica-
'n for a large equity would be to be able to go to the
irket showing a better potential, but | do believe that
2 provincial ability to guarantee makes it less impor-
1t. Although | also believe that in the United States
pecially, they are starting to look at the utilities as
:ll and it would be advisable to have a debt equity
tio that is more representative of that which existsin
her Crown utilities. But we are far from that on the
ise of the projections that have been distributed,
1ich indicate that by 1984 we'll be down to $15 mil-
n in reserve. That would be almost a 99 to 1 debt
Juity ratio.

| do believe that if you think in terms of rate stabiliza-
»n, then that is the important reserve one should
ink about and rate stabilization’s objective is, of
yurse, that when one seesthatoneisrunningintoa
ficit position, one can adjust the rates gradually
ther than all at once by leaning on the reserve.
here we now have $100 million, which the Chief
xecutive Officer says is pretty good at this stage, |
ink itis true that with $100 millionin reserve you can
jjust rates so that they don't hit with a tremendous
wpact all at once and that is the reason, | assume, |
scept, that management has recommended an
imediate rate increase so that the projected deficit
ill come with a lesser impact and rather than their
rojection of a minimum of 31 percent increase it
ould be made less by making use of the reserve.

| wonder if that answers the question.

IR. MANNESS: Yes, it does. I'll just ask one final
uestion, does the Chairman then see as one of his
bjectives is working towards a system of rate changes,
1ostly increases | suppose, that would attempt to
‘ork towards a goal of maintaining then a specific
ebt equity ratio or, indeed, a set figure of reserves?

IR. CHERNIACK: Mr. Chairman, my personal objec-
ve, of course, is to serve Hydro and in serving Hydro

means the Manitoba ratepayers of Hydro and that
1eans keeping the rates as low as possible. It would
ewrongin my estimationto aimatahigh equity ratio
> debt if it means raising the rates tremendously at
1e expense of Manitoba ratepayers. | think that might
e an exercise that would be of little use. It is, how-
ver, desirable in my opinion that you have a constant
ate stabilization reserve available to adjust to abnor-
1al times such as we've had in the last couple of years.
‘here’s no question that these last two years were
bsolutely abnormal and that because of that, the
rojection now is that with normal flows, but with still
he pressure of higher interest rates and higher infla-
ion than was expected, that we are still runninginto a
yosition where it is possible that if Hydro is not
llowed toraiseratesuntil the end of the freezeperiod
ind is then told, well, you don't go 31 percent or,
1ssuming these projections are valid or hold valid over
he next couple of years, that Hydro might be in the
»osition of having to say to government, “We must
aise rates under the Act,” because in my interpreta-
ion of the Act you can run planned deficits for a year
) two providing they don'timpinge completely on the
‘ate stabilization reserve. | don't think under the Act
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we are allowed to operate Hydro to a stage where
there is no reserve and we're running an absolute
deficit.

So, my own thought is that either we have to be
allowed to raise rates or we have to be subsidized
further by the taxpayer rather than the ratepayer, or
the law would have to be changed, and that | really
don’t think is a terrible thing, but that's not within my
province. Butitwould be possible to project, let's say,
10 or 11 percentincrease over a period of time which
will actually drive us, according to these projections,
into a deficit position overall, but gradually get us out
of it. | think we can only do that if the law is changed
and as | say that is not within my responsibility.

MR. MANNESS: Thank you. I'd like to change the
subjectsomewhat to a briefquestion on the transmis-
sion line that now goes to the States just west of the
river. What is the name of that line, so | can refer to it?
MR. CHAIRMAN: Mr. Blachford.

MR. BLACHFORD: There are three of them. Are you
thinking about the 500 kV line?

MR. MANNESS: I'm thinking of the large one that
goes through the municipality of McDonald and
Morris.

MR. PARASIUK: That's on the west side.

MR. MANNESS: West side, did | say east?

MR. PARASIUK: No. | think they were thinking of the
east side. -

MR. MANNESS: I'm saying the west side.

MR. BLACHFORD: | guess this is the 230 kV line to
Grand Forks.

MR. MANNESS: | see. | would like to refer to it by
name, if it has a name, and | don't know it myself.

MR. CHERNIACK: Isn’t that a name?
MR. BLACHFORD: | don't believe so.
MR. CHERNIACK: | think you should give it a name.
MR. PARASIUK: What name would you like to callit?
MR. BLACHFORD: The line to Grand Forks.
MR. CHERNIACK: We'll consider it.
A MEMBER: What about the Manness line?
MR. MANNESS: Well, | have enough things that go
through my farm that | have trouble with.

| suppose the question | wanted to ask, | wanted to
know if all claims or if all settlements with farmers,
through which this line passes their farms, have, in

fact, been settled or would you have any way of
knowing that?
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MR. CHAIRMAN: Mr. Blachford.

MR. BLACHFORD: | believe on this line, they have
certainly been settled. That line, if we're speaking
about the same one, has been there for approximately
10years. If you're speaking about the 500 kV line from
Dorsey that ultimately goes to Minneapolis, I'm not
sure that has all been cleaned up as yet.

MR. MANNESS: Well, | think that's the one I'm speak-
ing of then, is the Dorsey line then.

MR. PARASIUK: That's on the east side of the river.

MR. MANNESS: I'm led to believe that, in fact, there
are some landowners that have not at least accepted
the settlement officially on the line on the west and |
was wonderingif there was an open file or if there was
any comment that hecould give. If not, I'll move to the
question brought up by Mr. Orchard on drying and
surge drying. Is the heaviest usage on start-up of
these dryers that are coming into some areas — they
are located in the heavier concentration, of course,
than some areas that are growing corn — and I'm
wondering if there is a policy, because | happen to
know of some people that have put in dryers and then
had Hydro come to them to determine the start-up
requirement of the fans as such? I'm wondering if
there is a policy specifically to this or is it just that if
you happen to be the third person on the line you may
be precluded from building or establishing a dryer?

MR. BLACHFORD: I'm sure there is no preclusion
from putting in a dryer, but if that consumer is unfor-
tunate enough to be the one who asks for an increase
at the time when the line has been loaded, then | think
he can probably expect to pay more than the others
have paid, which is an unfortunate circumstance but
that's the way it works.

MR. MANNESS: Well, is that justto upgrade then the
ability of the line, to bring in higher voltage, or is that
just for being further down on the list?

MR. BLACHFORD: It sounds to me as if it will be
further down the line of that, you know, further away
from the source and therefore it will be an upgrading
in the line. Presumably, he has power to start with.

MR. MANNESS: And then in the case where you're
not further down the line, you just happen to be the
fourth person using it but you may be first up, you
know, you may be closer to the source, does that
have . . .

MR. BLACHFORD: Yes, this is all getting theoretical,
butifhe were the first to ask forthe powerandtheline
capacity was there, he would presumably not have to
pay as much as if the capacity was not there.

MR. MANNESS: Another questionl'dliketoaskisthe
policy surrounding home heating. It seems to meover
the last little while or so, | haven't seen the same
emphasis on heating electrically. Has there been a
change at all in the whole attitude by Manitoba Hydro
in this regard?
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MR. BLACHFORD: For a number of years, electric
home heating has not been pushed, it has not been
marketed, butif aconsumercomes along and asks for
a connection for home heating, he is given it.

MR. MANNESS: Is there some specific reason why
the policy in effect some, | don’t know, four or five
years ago when in fact home heating was marketed,
why that policy no longer exists?

MR. BLACHFORD: | believe the background on this
in the electrical industry is that from the time it began
in Manitoba, as in other jurisdictions, you were able to
bring down the price of power through the building
greater machinesandbuildinglargerdevelopments, it
brought the per unit price down. There was a great
incentive to market more in order to bring the price
down even further. Now in the last 10 years, unfortu-
nately this has changed and in Manitoba, as in many
other places, we've got to the point where building
bigger and better does not necessarily decrease the
price and therefore, that coupled with inflation,
increases the price andthere’s really no advantage to
the general consumers to going out and trying to
market more for the purpose of bringing down the
cost per unit.

MR. CHAIRMAN: Mr. Cherniack.

MR. CHERNIACK: Mr.Chairman, if| might just add to
that. My impression or recollection was that policy
was changed around 1975, but Mr. McKean tells me it
was even prior to that. That may tie in with the 10-year
period that Mr. Blachford refers to where it was found
thatitwasnot economicforthe existing ratepayersto
push further use of power for purposes such as
heating.

MR. MANNESS: Well, you say it wasn't economical.
Are you thinking of the actual consumer or are you
thinking of the whole electrical system, the whole
Hydro system?

MR. CHERNIACK: Well, my understanding and now
I'm not speaking as an expert but just a person who's
been asking this kind of question for the last few
months. It is not economic, as | understand it, for the
consumer to convert from natural gas to electricity. It
is economic to convert from a petroleum product or
whatever you call it, oil, to electricity at this time. Itis
not economic for the system, as | understand it, to be
increasing the demand in Manitoba for the sale of
electricity. Now havingsaidthat, | wantMr. Blachford
to expand on it or correct me if I'm wrong, but my
impression is that itis to the advantage to sell it out of
the province. | wonder if Mr. Blachford could elaborate.

MR. BLACHFORD: Yes, that's true, itis to the advan-
tage to sell it out of the province when you don’t have
any other market forit. Butif you would care tolook at
the prices of energy and I'm speaking about kilowatt-
hours that come from the various Hydro plants that we
have. We start now with the older plants and the cost
of extracting energy from these plants right now. On
the Winnipeg River, there’'ssomewhere in the order of,
say, 5 mills per kilowatt-hour; whereas you go up to
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the Nelson River and look at Long Spruce, last year it
cost 10.9 mills per kilowatt-hour to generate the
energy from that plant as compared to Great Falls,
which is an old one, is 3.71 mills per kilowatt-hour.
Now when we have to build another plant on the Nel-
son River because of inflation, not because of the site
but because of inflation, it's going to costeven more
than the 10 mills. They suggested it might be 40 or 50
depending upon whenitcomesintoservice. So every-
thing that causes Hydro to build more power is going
to add to the general cost of electricity within the
province in money terms.

MR. MANNESS: Well then, in general, are you saying
thatit would be better if Manitoba Hydro, and | think
maybe you made comment with reference to this the
otherday,thatif Manitoba Hydro remained in a static
position from now on forever . . .

MR. BLACHFORD: If you looked only at the price of
electricity and what the consumers are going to pay,
that would be correct, but I'm sure that would not be
the policy of the province, so that is another aspect
that has to be looked at.

MR. CHAIRMAN: Mr. Cherniack.

MR. CHERNIACK: So again if | could add, what I've
been learning and | must say, Mr. Chairman, that
when | became Chairman of Hydro, | was surprised to
learn this kind of information. | thought it was advan-
tageous to Hydro to be out pushing sales. | think that
Hydro, under the legislation, is required to concern
itself with providing power to Manitoba users and to
maintain the lowest possible rate. Therefore, the
objective of Hydro is to maintain the lowest cost and
Hydro, therefore, has to recognizethatany increased
production that is demanded will raise the cost to all
the existing ratepayers. | usethe word existing because
the statement Mr. Manness made applies, status quo
or | forget just what term he used, would be, | believe,
correct for today’s ratepayer. It is a different kind of
objective, of course, for the province which concerns
itself about the economic advantage of the province to
look at expansion as being something helpful to pro-
vincial economy, but until Hydro gets such kinds of
instructions or legislation, Hydro's objective is not in
the Act in that way. Hydro's objective is simply to
provide Manitoba users with the lowest possible cost
and on that basis, | think that Mr. Manness stated it or
summarized it well. | wish | could remember the term
he used about a sort of a status quo or —(Inter-
jection)— “Static,” yes. That's my understanding,
that's what | think I've learned in the last few months.

MR. CHAIRMAN: Mr. Minister.

MR. PARASIUK: | just wanted to add, the problem of
front-end costs being high and the operating costs
being low is one that is faced by hydro utilities around
the world. That's one of the reasons that | contacted
the Federal Government almost immediately upon
being made Minister responsible for Hydro to, in fact,
raise this whole question with them. Mr. Orchard had
talked before about some of the off oil incentive pro-
grams of a small nature. Well, if we're going to talk
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about off oil in a major way within this country, then
the Federal Government has to play a big role in
developing a national energy policy that just doesn’t
talk about oil and gas. |f we want self-sufficiency in oil,
one of the ways of doing that is to start providing
financial arrangements in such a way that we can
switch from oil to electricity or switch from natural gas
to electricity. We feel that the Federal Government has
a major role to play in this respect.

MR. MANNESS: Well, that is an interesting comment
because I'dliketo relate a little story and then ask you
for your interpretation. |, over the last month-and-a-
half, have been actively working with a community in
my constituency who is attemptingto bring in natural
gas.| know there'sanother areain the Constituency of
Rhineland where there's a group working with the aid
of the Co-operative Development group, where in fact
| think they are taking some of their lead from some of
the things that have happened in Alberta, where
instead of rural electrification it almost looks like rural
gasification. | am wondering, the way the National
Energy Program seems to be developing, at least in
the written word there seems to be some opportunity
for major support to helping groups within small
towns outside of large centres to secure for them-
selves gas supplies. | am wondering what impact this
whole policy change on a federal nature may haveon
Manitoba, but more specifically on Manitoba Hydro.

MR. CHAIRMAN: Mr. Minister.

MR. PARASIUK: Thisisafederal policy thatischang-
ing. It isn't particularly static; it isn't particularly fixed
and it is hard to get a clear reading on the amount of
money they are prepared to put into this ultimately. It
is one thing that the Department of Energy is looking
at in terms of when is the crossover point going to be
reached in termsof economics. Is it more economical
to heat with home heating or to heat with natural gas,
if at the same time you are taking a look at what the
future prices of oil will be and what the future prices of
natural gas might be. We are into an area that right
now is quite unpredictable especially given the situa-
tion with respect to the world price of oil and whether
in fact thatis atemporary holding pattern or whether
it's going beyond that.

| know Hydro itself is cognizant of these various
changes taking place, plus the improvements thatare
taking place with respect to gas furnaces. There have
been some very major improvements in efficiency
there and it makes the whole question then of conver-
sion, especially from natural gas to electrical home
heating, much more unpredictable.

MR. MANNESS: Does this country or this nation have
so much surplus natural gas that in fact possibly
Manitoba’'s greatest naturalresource in a sense or its
second greatest being water directed towards Hydro
energy development, istheresomechance thatwe, as
a province, will first of all maybe not be eligible for
potential federal grants in this area or secondly, dowe
as a province have an opportunity to tie in our great
energy source into this whole program?

MR.PARASIUK: Thosearevalid points. Thatisexactly
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why we are saying you have a National Energy Policy
that has a whole set of programs geared to oil and gas
only and has never taken into account hydro-electric
power. We are a province situated in the centre of the
country, in a sense in the centre of the continent and
we are in a position to talk about utilizing hydro-
electric power as a substitute, especially for oil which
we are importing right now.

With respect to natural gas, that situationseemsto
change every three to five years. It wasn't very long
ago, | think, five years ago that builders and
homeowners in Manitoba were being informed that
they may not be able to hook up for natural gas with
the next house that was being built and there was
tremendous concern at that time. That took place
three or four years after the Federal Government,
through the National Energy Board, had allowed the
export of tremendous amounts of natural gas to the
United States, so we had this tremendous shift in
policy and tremendous shiftinlong-term outlook with
respect to long-term supply of natural gas. That still
seems tobeas unpredictable as ever, although in the
last while, in the last few years, it would appear that
thereseemsto be developing a fairly secure long-term
supply of natural gas.

MR. MANNESS: What is our province doing actively
at the moment as far as attempting to make Ottawa
aware of where we fit into this whole energy situation
in Canada and what we have to offer?

MR. PARASIUK: In that respect, | think maybe some
of this might be better discussed when my Estimates
for Energy and Mines come forward, but certainly |
have raised this very quickly with the Federal Minister
of Energy, Mr. Lalonde. We have launched a whole set
of studies in this respect. Again, he said that | was
really the first Minister who had come forward in terms
of this type of proposition, that the National Energy
Policy should really be more than an oil and gas pol-
icy. He hadfeltinthe pastthat provinces had beentoo
hung up about jurisdictional battlesregardingenergy
and we said that we wanted to try and determine the
problems and also determine the opportunities for
resolving those problems. So, without making any
commitments with respect to the future, we certainly
arepursuingways and means by which hydro-electric
power may in fact be substituted for oil especially.

MR. MANNESS: Thank you. | find that whole area
intriguing, but | won’'t belabour it at this point. | would
like to ask a question though that may appear to be
somewhat petty. | would liketoask it of Mr. Blachford.

| am wondering if he feels that, in fact, Manitoba
Hydro and therefore the Province of Manitoba and all
the users of Hydro are receiving the most efficient
output by employed field staff. | ask that question only
from observations at times and as recently as a year
ago or very close, in watching poles being erected
with three men working and six men watching. | just
ask the general question.

MR. CHAIRMAN: Mr. Blachford.

MR. BLACHFORD: | am sure it is always subject to
interpretation and individuals, but | do believe the
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Manitoba Hydro system is as efficiently served as we
know how to do.

MR. MANNESS: I'm sorry. | didn't hear the answer.

MR. BLACHFORD: | say, | believe in this respect, the
province is served as efficientlyas we know how to do.
We are constantly looking at thisand | am sure no one
can say that there is not room for improvement, but
this is under constant surveillance.

MR. MANNESS: | am glad to hear that. That will
satisfy me.

One final question and Mr. Blachford, you were
talking the other day about running an experiment,
attempting to bring water down from South Indian
Lakeand then | think you said thatLake went dry and
the experiment had to be abandoned. Could you give
us some further detail on the experiment which you
were running?

MR. BLACHFORD: Yes, the general idea was to find
outwhatthe waterlevels on, | believe, itis Three Point
Lake downstream of Notigi and what the water levels
would be at Thompson when various flows were run
down the Burntwood River. About a year ago, a little
more than ayear ago, theflowsinto South Indian Lake
were excellent, but about one yearago now, the Rein-
deer River went from a very high river flow to a flow
that was down to what they call about a 2 percentile.
This means that 98 percentof the time, it's better. So, it
was very low. The result of this was that South Indian
Lake, with this draw down that we are doing at about
34,000 cubic feet per second, began to come down
veryquickly. Asyou may know, we were restrained by
the interim license on that Lake to a two foot draw
down in any 12-month period. We got to the stage
where we had drawn down this two feet. We still
needed the energy. We went back to the department
of government and askedthemiif they could waive this
two-foot commitmentthatwe had. They did that, but
at the same time we had to cut down the draw from
South Indian Lake and it's now down around 20,000
cubic feetpersecond and depending upon the freshet
and the break up this year, it may even be less. But the
inflow into that river went from avery high percentile
down to about a two percentile flow which is the low-
est that has been recorded since the river began supp-
lying energy.

MR. MANNESS: Well, | still don't quite understand
what the nature of the experiment was. Was it to see
how much water and how quickly you could rush it
down?

MR. BLACHFORD: No, the experiment was to see
what levels would be obtained with various flows in
the river at various points in the river. Pointedly, Foot
Print Lake, | believe, is the one that is near Nelson
House and at Thompson.

MR. MANNESS: You managed to reach a level of
34,000 cubic feet per second.

MR. BLACHFORD: | believe that was the figure, yes.
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MR. MANNESS: Was that a stated objective or in fact
when you attempted to go higher, did you want to
reach 34,000 and see how long you can maintain that
flow?

MR. BLACHFORD: We would have attempted to go
higher depending upon the results of the 34,000 cubic
feet per second. Unfortunately, as far as we went has
not been fully diagnosed yet, so | don’'t know whether
we would have decided that we would try a higher flow
or not.

MR. MANNESS: Well, is this experiment now com-
pleted or is it just postponed to a time when, in fact,
the South Indian Lake again recaptures its level?

MR. BLACHFORD: Itis postponed until such time as
there is sufficient water to try again.

MR. MANNESS: Is there any conclusion at all from
this experiment at this time that you canrelate to the
optimum level of South Indian Lake?

MR. BLACHFORD: Sorry, that we can do what to
South Indian Lake?

MR. MANNESS: That you can relate to the optimum
level of water in South Indian Lake?

MR. BLACHFORD: No, we haven't completed the
flow program and until that is fully completed, we
won't really have all the answers.

MR. CHAIRMAN: Mr. Scott.

MR. DON SCOTT (Inkster): Thank you, Mr. Chair-
man. | wanted to make some comments, first off,
regarding some of Mr. Manness'’s earlier questions on
a conversion from oil or gas or whatever the house
may be heated by towards electricity. | wonder if the
representatives from Hydro could possibly give me a
cost estimate on the cost of conversion, the upfront
cost for hydro. | understand it is in the vicinity of
$10,000 per house.

MR. CHAIRMAN: Mr. Blachford.

MR. BLACHFORD: | believe this probably has refer-
ence to the current cost of generation in which would
be required to supply the energy that the average
house would need to heat it in the winter. If we take 10
kilowatts to heat a house and a $1,000 per kilowatt for
the generation and that's only part of the cost, then
you arrive at his $10,000 figure. You also have the
transmission between the power plant and the load
centre plus the distribution and the transformationto
pay for also.

MR. SCOTT: When the incremental costs or the mar-
ginal costs increases with additional developments
such as Limestone or whatever, | believe you said it
was in the vicinity of 40 mills per kilowatt hour, then
you could multiply that cost per house by that factor
as well?

MR. BLACHFORD: | am sorry. We are talking about
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two different things. | am talking about the installation
cost of a plant, whether yougetakilowatt hour fromit
or not. Now you are speaking about 40 mills, and that
is referring to a different quantity. When Limestone is
built and if it is built to come on the line, say 1988, the
price is expected to be about $2.2 billion. This will
work out to somewhere in the order of $2,000, so
instead of being $10,000, it will be about $20,000.00.

MR. SCOTT: Thank you very much for that clarifica-
tion. | think, you know, given that sort of evidence, |
would like to commend the utility for almost an about
turn from, | guess, eight or ten years ago when there
was a strong promotion towards getting on with ready
kilowatt and moving towards conversion, especially
towardsspace heating, becausel'd classify electricity
as one of our highest quality and most versatile forms
of energy. To be using it for such an inefficient use as
space heating, | think is a very very unwise investment
on behalf of Hydro and really on behalf of the ratepay-
ers and the citizens of Manitoba. As the marginal rates
go up with the increased production costs for bring-
ing on new rates or new power, it's even going to get
worse. | would suggest that there be some form of
standards established before a house is even permit-
ted to convert towards electricity; in most instances,
that house would have to meet a certain insulation
standard. Because if a house is insulated sufficiently,
leaks are cut down sufficiently, if it's properly built,
thenitis possible to heat with electricity for avery low
cost.

| believe the demonstrations under the Saskatche-
wan Energy House are getting down to a mere fraction
of what the costs are for a normal home for heating
with electricity. | have even heard figures as low as
around $20 a month in the wintertime for heating and
most of the heating being waste heat from everything
fromlights to stoves, fridges and that sort of thing. So |
would just, | guess, make a commentary plea to con-
tinue the efforts thatare presently being made towards
seeking and using conservation as a source of supply
and as a source to reduce the rate of growth, or the
rate of the growth of the demand on the system.

MR.BLACHFORD: Yes, weare followingvery closely
these developments and while it's not Hydro's job to
say how houses should be built, we are certainly
encouraging people who are considering electric
heating to build their house or to change their house
in order to make it as heat efficient as possible.

MR. SCOTT: Well, it may not be a Hydro responsibil-
ity to set the building codes, | suppose, as to what
house qualifies. | would suggest thatitis kind of in the
interest of the utility that if it does not require some
basic standard, then maybe what we should be doing
is charging people for heating purposes of heating
homes ata marginal rate. Because | understand right
now, correct me please if | am wrong, that the hydro
rate on ahomethatis using hydro as a heating source
is lower than on a home which is not using hydro as a
heatingsource. There is adifferent rate adjustment so
that the people aren't hit with really the full cost of
supplying hydro to the home.

MR. BLACHFORD: They get charged the standard
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rate currently, but Mr. McKean points out they get the
lowest run-off rate possible, so it looks as if they've
been charged a bit less.

MR. SCOTT: Okay, that'sfine. Thatis all I have at this
time, Mr. Chairman. Thank you very much.

MR. CHAIRMAN: Mr. Kovnats.

MR. ABE KOVNATS (Niakwa): Thank you, Mr.
Chairman. | have acouple of questions, nottootech-
nical in nature, but something that's been of some
concern to me for quite some time. First ofall, | would
like it to be noted that | am one who has a strong
feeling that the terms of reference for the Manitoba
Hydro should be expanded, not just for providing
cheap electricity for the people of the Province of
Manitoba, but | think that the terms of reference
should be expanded and possibly expanded to the
energy of the future which is hydrogen power. But |
will get back to hydrogen power in just a minute. |
wasn’'tgoing tobringit up at this time, | thought that it
would be best brought up during the Minister's Esti-
mates, but | think that now I've touched on it, | will
probably get back to it.

| started reminiscing a little bit back when | heard
the Honourable Minister say something about coal oil
lights in his home. | do recall a fellow by the name of
Mr. Cameron who was put out of business by the
electrical power because he used to deliver ice — |
guess we don’'t have iceboxes any more — Mr.
Cameron was out of a job and this was quite a few
years ago.

After saying that, | would just like to mention that
the Customer Services Department of the Manitoba
Hydro, | think, issecondto none. Itisgreat.| think that
they have possibly fallen down alittle bitinasmuch as
| think that the people of the Province of Manitoba
should have been more aware of the rising costs of
electricity. | am not looking to put blame anywhere. |
think that it is a hindsight that the rising costs of
electrical power has discouraged people from using
electrical heating in their homes. | think that there
should be some concessions to people who want to
use electrical power in their homes. | think that there
should be some concessions to people who want to
use electrical power in greenhouses and businesses
and | know that there is special rates for some people
in business, but | think that we could encourage peo-
ple in smaller businesses to use electrical power, par-
ticularly greenhouses of which there are quite afew in
my constituency.

Rather than just carry on and preamble —(Inter-
jection)— | will just get down to a couple of basic
questions. | don’'t wantto getinto anything too techni-
calas one who panics everytime he turns on the light
switch and the light doesn't go on, so | wouldn't
understand the technical aspects too much about it
anyway, but can anybody and | would ask the Hon-
ourable Chairmanto direct thepersonwho is going to
answer, can anybody direct me as to what has been
done with the Federal Government in the expansion of
hydrogen power, the development of hydrogen power
which is, in my opinion, the power of the future, as to
getting grants from the Federal Government so that
we can develop this hydrogen power in the Province
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of Manitoba?
MR. CHAIRMAN: Mr. Minister.

MR. PARASIUK: That was one of the topics that |
raised with the Federal Minister of Energy anditisone
of the things that we are looking at. | have said this
publicly elsewhere, that | think that hydrogen is a fuel
of the futureinthatit can bestored. The problem with
electricity isthatitcan’'tbe stored andthere havebeen
some early looks at the possibility of producing hyd-
rogen through the electrolysis of water and possibly
tapping thatinto the natural gas pipelines. | think you
can ship a mixture of three or four parts natural gas
with one part of hydrogen.

Also, hydrogen has a number of other uses. It is the
cleanestburning fuel. When it is used, it just produces
water and oxygen. So, we are very definitely inter-
ested in this and it is not that speculative. It is not that
futuristic when you think of these generating stations
having a life of 100 to 200 years and | guess with
improvements almost an indefinite life, then if one
talks about possible uses of electricity 15 or 20 years
down the line, that isn't too futuristic with respect to
the life of the plant that you are planning or a plant that
you have in place right now.

| am concerned about one aspect frankly and that is
the political aspect.| am hoping that Manitoba will get
anobjective look. | know that to date there has beena
strong tug of war between Ontario and Quebec with
respect to research assistance regarding future hyd-
rogen development. We have put our oar in the water.
We feel again, given our position right in the centre of
the country, given the open approach that we are
taking with respect to electricity being part of really
true comprehensive National Energy Policy, that we
should get objective consideration. We are pursuingiit
aggressively. Some homework is being done onit and
| hopethatin duecourse,saybynextSession, | canbe
in a position to respond more definitely as to where we
are, but we have launched an aggressive approach in
this respect.

MR. KOVNATS: Just to clear it up a little bit further,
the picture is so wide and broad. It is not just a matter
of hydrogen power for the people of the Province of
Manitoba. It is something that could develop the
future of the Province of Manitoba inasmuch as there
could be some arrangements made with — | under-
stand that hydrogen power could be a major factor in
the refining of oil and whether we can make arrange-
ments with the Province of Alberta to ship their oil
here for refining or whatever. If he hadit, it would put
us in a real good bargaining position. | am sure that
the Honourable Minister will use all of these things in
his negotiations with the other provinces and with the
Federal Government.

| do agree that there has been money allocated,
because, | guess, | have been reading the same arti-
cles as the Honourable Minister where Ontario and
Quebec have received fairly large grants for the
development of this hydrogen power. | think that we
are in a position; we have cheap electricity; we have
abundance of water power and we are the leaders
when it comes to that sort ofthing. | think that, with the
Honourable Minister pushing, maybe we can get
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something done on it. | think we are looking to some-
where 20, 25 years in the future, but now is the time to
start.

| have just got one other point that | would like to
bring up. We do have an abundance of water and it is
good quality water. | am not looking for a supposition
of, if Garrison comes through because | don't think
Garrison will come through. | think that we will take
the necessary action, and | am not suggeting violent
action, but | think that we do have to work to see that
this water coming from Garrison is not going to be
damaged. Can the Honourable Minister or Mr. Blach-
ford advise me whether the water that would come
from the MissouriBasin, if it did come, would have any
effect on the generating of electricity in the Province
of Manitoba?

MR. CHAIRMAN: Mr. Blachford.

MR. BLACHFORD: No, Sir, it would not have any
effect whatsoever.

MR. CHAIRMAN: Mr. Orchard.

MR. ORCHARD: A question to the President, what is
the — I'm not in metric here — but what is the British
thermal units, the BTU's in a kilowatt of electricity?

MR. CHAIRMAN: Mr. Blachford.
MR. BLACHFORD: Approximately 3,700.

MR. ORCHARD: Thirty-seven hundred BTU's per
kilowatt hour. The Chairman of the Board mentioned
that it was probably prior to 1975 when the case for
home heating was de-emphasized. | can assure the
Chairman that it wasn’'t 1973, because that is when |
moved back to Manitoba and that is when the cam-
paign was still on and that is when | unfortunately
converted and | am now burning wood. Can the Presi-
dent indicate whether there is any basic difference in
the efficiencies for electric space heating in homes
between the baseboards, the electric furnace, central
furnace concept and say, the ceiling radiant? Are
there any basic differences in the level of efficiency of
recovery of that 3,700 BTU'’s per kilowatt hour from
using those three prime systems?

MR. BLACHFORD: No, there is no difference in effi-
ciency as far as getting the heat is concerned. There is
probably a difference in losses before it is felt. For
example, in the basic centralized heating unit, the air
thatis heated willhaveto go along ducts beforeit gets
to the place where you want the heat, but | would say it
is avery small loss. | believe that type of installation,
assuming you are converting, is probably the most
economical way to do it, but as far as efficiency is
concerned, there is very little difference.

MR. ORCHARD: Mr. Chairman, since we have had
Hydro indicate that there is some indication that
further home heating may not be in the best interests
of the Manitoba ratepayer because of the cost of
future expansion and Mr. Scott shares that concern. |
wonder if the Minister might give us a little clarifica-
tion on his May 4th address to the Electric Service

League of Manitoba wherein he says, “Many of you in
thisroom are directly involved in electric home heat-
ing and you are very conscious of the comparative
costs of the various energy sources. With the current
ratefreeze in Manitoba and the price increases under
the Alberta-Canada Agreement, electric heat is less
costly than oil and fast closing the gap with natural
gas. One considers in the long term the conservation
ethic resulting in homeowners better insulating their
facilities. You very quickly reach the standards set for
the energy efficient and the super energy efficient
homes promoted by the Manitoba Electric Service
League. To me it makes good sense to use electricity
as your source of heat in these well insulated
installations.”

MR. PARASIUK: We have a number of instances
especially in rural Manitoba where people in rural
Manitoba who have to rely on heating oil will, indeed,
find it to be economic to switch to electricity. There
are instances where, if you had to look at natural gas
and natural gasisvery unpredictable — right now, we
are at a stage where | think people would find it diffi-
cult to predict the price of natural gas over a 10-year
period, but from a provincial perspective and, | think,
Hydro has particular perspective, but from a provin-
cial perspective when we deal with natural gas we're
dealing with the interest costs or the Capital costs
associated with natural gas distribution and the inter-
est rate factor in terms of making that more or less
economic depending upon the particular project that
one looks at and you're also looking at what has in the
pastbeen unpredictable supply. So, we do have more
unpredictable factors in dealing with natural gas than
we do when we're dealing with electricity.

So, if one takes the long-run view, as | said to Mr.
Kovnats, of a plant that will last for 100 years and one
takes a look atthat over a period of time, | personally
do see electricity being economic for home heating,
especially if people insulate their homes in a much
better manner.

MR. ORCHARD: Well, that may well be, but are not
those costs relative because we're getting down to a
basic comparison of energy and energy is expressed
in BTUs and | think in terms of BTU content per dollar,
natural gas today and for quite some time appears to
beagoodbuy in comparison to electricity to generate
heat and if you talk super-efficient or super-energy
efficient homes, it's all relative. The gas furnace will
still be your cheapest source, because if you're going
to useless electricity, you're going to use less natural
gas.

In rural areas, certainly, there is a disadvantage in
thatthere may not be a distribution systemfor natural
gas, but in new subdivisions, for instance, the natural
gas pipe is probably at the end of one street, as is the
electricity and infrastructure costs are going to cost
both Manitoba Hydro and a gas provider money to
provide the infrastructure for delivery of either energy
source to a new subdivision and with some of the
downstream implications of the next plant at 40 to 50
mills and $20,000 per unit of installed cost, assuming
completion. in 1988 in Limestone, it does make the
whole consideration of a wholesale conversion or a
promotion of conversion to electricity for space heat
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as aquestion mark item as pointed out by the Member
for Inkster.

MR. PARASIUK: Sure, the member has quoted from
an address | made. It certainly wasn't my intention to
induce people converting from natural gas to electric-
ity. What | was trying to do was lay out long-term
options with a broad brush. | do still think that in the
long-term future electricity for home heating can, in
fact, beviable,butthatisinthelong-term futureandif
thememberhasread moreintoit, orif | didn't express
myself well enough in that address, certainly it's not
our intention, certainly not the government'’s inten-
tion, it certainly hasn’'t been Hydro’s intention in my
discussions with them to try and raise and set of false
expectations with respect to converting from existing
or easily accessible natural gas to hydro-electricity.

MR. CHAIRMAN: Mr. Blachford.

MR. BLACHFORD: May | justsayaword here. | think
itshould berecognized thatwe haveacoupleof mov-
ing targets in this conversation. If you get a super
insulated home, | believe that Mr. Scott was saying
thatyoucanheatthemwith 4 or 6 kilowatts instead of
the 10 kilowatts | was speaking about, that makes a
difference. The same saving would, of course, be the
case if youwere heating it with gas, but you also have
the rising efficiency in gas furnaces, which is also a
factor in this thing too. So, it's a moving target and |
think the member has the right idea.

MR. ORCHARD: A question to the President. When
he was discussing, and | found it very intriguing the
mills on various plants, in new construction possibly
upinthe 40to 50 millrange. Now, if we're considering
export of hydro-electricity and trying to penetrate say
a Nebraska market or the Saskatchewan Alberta
market, are not our on-line costs in Manitoba relative
to what the on-line costs say of Alberta would be to
develop coal fired or Nebraska to develop nuclear?
Like, are we not still in a position where the next power
plant built, we can do it for as low an on-line cost as
any jurisdiction in North America or is that not
correct?

MR. BLACHFORD: Again, this is another moving
target, If you take levelized costs overthe depreciated
lifeofahydro plant and compare that with the costs of
the fuel and construction of a thermal plant, even
though it sits on top of a coal mine as they do in
Albertaandin certain parts of North Dakota,the hydro
power will be lower, butin the initial years when you're
hit with the full cost of the total construction, it costs
very much more compared to these areas. But at the
end of the life of the thermal plant, the hydro power
will be costing less. So, it depends where you want to
pick and how you set the thing up and also how you
set the financing up.

MR. ORCHARD: So, thenright now if you were mak-
ing a comparison between hydro generation and say
thermal generation and nuclear generation for Mani-
toba, is there any other option to consider then than
hydro? Are thermal and nuclear for Manitoba not as
cost efficient as say Limestone on the Nelson River?

MR. BLACHFORD: The hydro option is the best one.
Nuclear costs, I'm thinking about a Candu reactor, is
not far off the cost of hydro itself, but it is lower, but
then you have the cost of the nuclear fuel, which of
course is more than the cost of water. | would say the
cost of thermal for Manitoba is certainly out of the
question for the time being.

MR. ORCHARD: | found my other couple of ques-
tions, and once again to the President, this gets back
into our topic of grain drying. Grain drying now prim-
arily uses either propane or natural gas for the heat
source and there are electric heat source dryers on
the market but with conventional resistance heating.
They haven't even come close. But there are dryers
being developed in the U.S. which are microwave dry-
ers for grain and apparently they are gettinginto some
pretty incredible efficiencies.

Would the Manitoba Hydro consider as the tech-
nology develops and | believe there are prototypes of
these on the market, although | haven't had that con-
firmed yet, but would Manitoba Hydro consider put-
ting in one of these microwave grain dryers in, say, the
corn areawherethere’s a pretty intensive use of grain
drying? Once again, I'm thinking of Pembina Consti-
tuency naturally. Would Hydro consider putting one
of these facilities in on a test basis because if micro-
wave drying ever became the feasible technology, it
could be an incredible cost saving to our producersin
Manitobawith our electric sourceandwithallthe, you
know, benefits of keeping energy costs in-province
rather than extra-provincial?

MR. BLACHFORD: | think we might look into assist-
ing in this. It seems to me though there are other
agencies that are more suited to doing an experiment
of this kind.

MR. ORCHARD: Well, | will certainly pursue that with
the other agency, namely the Minister, as well as
Manitoba Hydro because the concept certainly is
intriguing of a microwave dryer for any kind of grains
that are being produced in Manitoba.

That's all the questions | have right now, Mr.
Chairman.

MR. CHAIRMAN: Mr. Ransom.

MR. A. BRIAN RANSOM (Turtle Mountain): Mr.
Chairman, | understand from the comments that were
made the first day the committee met that the neces-
sity for Hydro to recommend a rate increase arises
from changes in the rate of inflation since 1979,
changes in interest rate and low water, but | believe
even with average water levels that Mr. McKean
advised us that it still would be necessary to recom-
mend that rate increases.

Could Mr. McKean and Mr. Blachford supply us
with information as to how much the revenues have
been reduced or how much the costs have been
increased since 1979 by low water, by higher interest
rates, by higher inflation rates? Mr. Chairman, | don't
necessarily need the information immediately, just if
it's pcssible to get that information in the next day or
so because the committee I'm sure is going to be
meeting again on Tuesday.
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MR. CHAIRMAN: Mr. Blachford.

MR. BLACHFORD: | believe if the member could be
specific about what he'd like, we could certainly have
it available.

MR. RANSOM: Well, Mr. Chairman, there were pro-
jections made in 1979 as to revenues that were going
to arise as a consequence of certain flows and certain
sales. The assumptions were based on certain pro-
jected interest rates and rates of inflation. There have
been changes from the predictions with respect to
water flows and with respect to inflation and with
respect to interest. | want to know how much has
revenue been reduced by low water flows and how
much have expenses been increased by inflation and
by interest rates that vary from those that were
assumed to be the case in 1979?

MR. BLACHFORD: Yes, fine, we'll provide that as
soon as we can.

MR. RANSOM: Thank you. Some general questions,
Mr. Chairman, perhaps even hypothetical questions.
If Hydro was entering into a long-term contract witha
potential user within the province that would require
the construction of a new generating facility, would it
belikely that Hydro would want to have negotiated the
price forthat in advance?

MR. BLACHFORD: | think depending ontheloadand
the circumstances, we would certainly want to know
where we started; we would certainly want to know
where we were going before we'd make a commitment.

MR. RANSOM: | assume that any company, any bus-
iness entering into an agreement would also want to
know in advance what they could expect their price of
power to be and that, therefore given the answer that
Mr. Blachford has given, and what | would assume to
be the position of any large user of Hydro, in fact, that
would be something that would be established in
advance, at least for an extended period of time. |
believe in the case of Inco back a few decades ago, it
was a 20-year agreement that was entered into?

MR. BLACHFORD: Yes, | expect that's the case.

MR. RANSOM: Another general question which }
would want to confirm that my understanding is cor-
rect on the basis of some of the discussion that's taken
place, that if there was to be a large scale user of
power in Manitoba that required construction of
another facility, that would increase the general sys-
tem rates?

MR. BLACHFORD: If no special provision was made
to circumvent this, this would certainly be the case.

MR. RANSOM: What might Mr. Blachford mean by a
special condition?

MR. BLACHFORD: Such as payingthe marginal rate
if that were determined to be the case.

MR. RANSOM: Would that be a probability that a
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large user would end up being faced with that kind of
requirement? For instance, what will the rate be that
HBMA&S is going to be paying now as a consequence
of the new arrangements between Saskatchewan,
Manitoba and HBM&S?

MR. BLACHFORD: | believe it would depend on the
circumstances, the user, certainly also the view of the
province, but in the case of HBMA&S specifically, their
rate which they are paying is based on the standard
published rates. There are slight modifications for
their particular circumstances but their basic charge
is based on the standard rates.

MR. RANSOM: Would most potential users of power
then, looking at Manitoba, besafeto assumethatthey
could expect power atthose standard published rates
or is there some level of volume of use where Hydro
would say to a potential user that no, you can’t expect
to get power at system rates and that you would have
to have a specially negotiated arrangment?

MR. CHAIRMAN: Mr. Blachford.

MR. BLACHFORD: | would say that each case has to
be looked at separately and the circumstances consi-
dered. | don't believe there is a blanket answer to that
query.

MR. RANSOM: | am not quite clear then just at what
point that a new potential user of power within the
province has to expect that they would be required to
negotiate something beyond the rates that other
heavy users of power are now getting within the pro-
vince. Is it possible to clarify at what point that might
come about? ’

MR. BLACHFORD: | think thatis the problem. There
is no clear point to where you would say, this is this
wayandthatisthatway. Youwouldhavetolookatthe
circumstances of the consumer and, again, what the
province would like to do.

MR. RANSOM: | am not sure that is an entirely satis-
factory answer, butl guess itis one that we will have to
accept for the moment. A couple of other questions
then, Mr. Chairman, reference was made in the dis-
cussion on Tuesday to the potential agreement with
Alcan and the possibility thatthe province might want
torequirethe power stationto be put back into public
ownership for some other purpose after a period of,
say, 35 years. | was just wondering what circumstan-
ces the Minister might foresee that would come about,
assuming that with Alcan, if they were here, they
would have a plant inplace,they would be employing
hundreds of people and generating economic activ-
ity? We have heard today that the facility doesn't really
want to promote Hydro for home heating purposes. |
am just wondering what kind of circumstances might
be visualized that would require it to be taken back.

MR. CHAIRMAN: Mr. Minister.
MR. PARASIUK: If we talk over a 35 or a 50 or a 65

year period which is the period contemplated by the
Alcan Agreement, one could envisage a situation
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where we don't have any more petroleum. One can
envisage a situation 65 years from now where we don't
have any more natural gas and Hydro has said, when
they hook up people’s homes that they will provide
firm power to them as long as that home shall exist.
What happensif the consumer of Manitoba cannot get
oil or cannot get natural gas and no other technology
has been developed? That is the situation that could
develop.

Japanese companies are developing some alterna-
tive technologies for processing aluminum. | think
that is embryonic atthis particular stage. That is what
the Japanese Consul informed us recently, but over a
35-year period they may in fact develop some new
technologies for smelting aluminum, which may in
fact require very much less power. So, it may turn out
that in 35 years Alcan itself may want to possibly have
a smelter elsewhere or any other company may want
to have a smelter elsewhere, because we do have a
transportation disadvantage relative to the markets.
So, that may be a circumstance.

Itis just that | canimagine the possibility of circum-
stances 35 or 50 or 65 years fromnow whereby for one
reason or another, eitherthe company or the province
may indeed want the plant, especially the province, at
that stage there could be a very major disagreement
as to what the buy back for that particular power plant
or portion of it would be. Those are possibilities that |
think should be considered.

MR. RANSOM: Mr. Chairman, | am assuming that if
there is no oil and there is no gas and there are no
alternatives to that, 35 years from now, that it is going
to be arather sticky wicketforeverybody involved and
this particular problem might at the time seem rather
small relative to the ones that we would face in general
in the economic structure of the country and indeed
the world under those circumstances.

Reference has been made from time to time con-
cerning the cost of Limestone and how it would escal-
ate over a period of time and | believe it was said that
looking at the present projection of being required by
1992 that the cost would be approximately $3 billion.
Is that calculated cost of $3 billion then based upon
the inflation figures that were presented to us on
Tuesday?

MR. BLACHFORD: Yes, they are.

MR. RANSOM: Mr. Chairman, we frequently hear it
argued that it would be better to build a facility when
the priceis lower, becausethe costis $2 billion now or
would havebeen 1.5 billion, if it had beendone two or
three years ago, because of thatlower cost it wouldbe
better to have built it earlier. | am assuming also then
that Hydro would also be looking at the same interest
rates that they have projected as appear on the sheet
with the inflation projections. Would it not be true
then, Mr. Blachford, that the cost would in fact be
greater, the carrying charges would be greater over
that period of time than the inflated costs of the power
dam?

MR. BLACHFORD: If we assume, for example, that
we build it in 1988 and the price is $2 billion, if we were
able to borrow money to build it at the rate of 15
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percent, we would have to have additional revenue to
pay that 15 percent and it would amount to $300 mil-
lion per year. That is three-quarters of what Hydro's
revenues were in 1981-82. The power involved in
Limestone would be about 7 billion kilowatt hours and
this compares with approximately the 21 billion kilo-
watt hours you would get from the current whole sys-
tem. So, for a third of the output, you would require
the same amount of money again, three-quarters of
the amount of money again. This is the order of mag-
nitude of the numbers that we have to look at. From
this, | think it can be seenvery clearly that you would
have to get a lot of money in order to do that and it
would have to come from somewhere.

MR. RANSOM: So, given that there are no projected
additional revenues then, the argument makes no
sense at all that just because the dollar cost today is
lower, that we should proceed to build it because it is
going to cost more in the future.

MR. BLACHFORD: That would appear to be correct,
yes.

MR. RANSOM: So, Mr. Chairman, then it follows that
Mr. McKean's comment made on Tuesday and he
said, | guess one of the best things from a financial
point of view that's happened to us in the last two or
three yearsisthatour Capitalspending hasbeenatan
all time low. | take it then from that statement, Mr.
Chairman, that it would certainly not have been wise
to proceed with the construction of another generat-
ing station during that period of time.

MR. BLACHFORD: That is correct, from the point of
view of the consumer, that's correct.

MR. RANSOM: Could | have an updated figure on
how much money has been paid out to stablilize the
rates to this point, what's the cumulative amount that
the government has paid on the rate stabilization?

MR. BLACHFORD: An approximation, $76 million.
MR. RANSOM: To the endof March, 1982.
MR. BLACHFORD: Yes, to the end of March, 1982.

MR. RANSOM: Mr. Chairman, | will have quite a
number of other general questions for Tuesday after
I've had a chance to review the Hansard, the trans-
cripts of the committee proceedings of Tuesday and
today. | would prefer to leave those until Tuesday. |
have one brief question that | might place at the
moment, and that has to do with the lines that are
being put in, the plan to be put into the communities
on the east side of Lake Winnipeg. Is the decision to
put those lines in based on the economics of the
situation? Is it cheaper tohavethe lines in thanitis to
generate the power by oil or is the decision based on
some other factor?

MR. BLACHFORD: It is an economic decision as far
as Hydro is concerned. The Federal Government has
committed itself to pay half of the cost of these lines
and this is enough money to get back our investment.
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It is enough money that we will be even with the
alternative of supplying diesel within, | believe, five
years. After that the general consumer will be gaining
on the matter.

MR.RANSOM: Is it because the Federal Government
is putting up some of that money that they are in
charge of the line clearing?

MR. BLACHFORD: No, this is part of, | guess it's
Hydro policy to have the line clearing done by the
person for whom the line is being put in. We also did
thisin thecaseof arecreationalarea—{(Interjection)—
Grindstone Point, yes. Thiswasdoneforthese people
who they were committed to clear the right-of-way.
We are doing the same thing for Jackhead and it will
be done for the communities on the east side of Lake
Winnipeg also.

MR. CHAIRMAN: Mr. Ransom. Are there any further
questions? Mr. Orchard.

MR. ORCHARD: When the President indicated the
selling price of U.S., Saskatchewan, Ontario power,
was that an average price over the year?

MR. BLACHFORD: The mill price cited wasaveraged
for the year, yes.

MR. ORCHARD: Do you have the — | know at least
with the United States, there is buy back, we buy it
back — do you have average prices of the purchases
of power from those three jurisdictions if any?

MR. BLACHFORD: We don't have them with us cur-
rently, Sir, but we can get them for you.

MR. ORCHARD: Fine. My colleague, Mr. Ransom,
brought up an interesting series of questions on the
power into remote communities particularly, where
they're on diesel generation right now. | believe
they're all diesel generation in the remote Native
communities in east of Lake Winnipeg and in North-
ern Manitoba.

MR. BLACHFORD: Yes, they are.

MR. ORCHARD: Now, wespend a fair bit of money on
diesel fuel because the landed cost up there of diesel
fuelis quite high because of winter road, etc., etc., and
| raninto an article in the January 1982 Energy Maga-
zine which really fascinated me. There is an inventor
by the name of Davis, | guess it is, who has been
prototyping a watermill similar to these vertical axis
windmills only for water generation for small point
generation considerations. He's talking in the neigh-
bourhoodoffivekilowatt and a prototype ofevenaten
megawatt type generator, and the Federal Govern-
ment, | might add, is interested in this concept and are
putting in National Research Council funding to test
the feasibility of it.

Hasthesystem anyinformation astowhether these
are a feasible thing now, particularly for a remote
communities, because running lines to those com-
munities has to be terribly expensive to alot of them.
Most of them if you follow the map, are located on
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rivers which flow rather significant amounts of water
and | am wondering if that might be an alternate to
consider vis-a-vis the installation of fairly expensive
transmission lines to set them up on local generation
with water power using some of the technology this
fellow has, and | suppose equally attractive using
some of the National Research Council money that
they seem to have lots of if you're in the right area.
Has Hydro given any considerationto these?

MR. BLACHFORD: We follow closely the develop-
ments in the hydro-electric development. | am not
aware of the one that you are citing, Mr. Orchard, but
I'll find out. Regarding the communities in general in
the eastsideofLake Winnipeg overin God's Lake and
Island Lake area, we have made quite an extensive
study of this areaand we've studied the supplyingand
building of water power sources as known now, as
compared with supplying these areas with transmis-
sion anditis still cheapertoinstall the transmission to
supply these areas than it is to build a water power.

MR. ORCHARD: Right, | would assume that the water
power that has been studied to install would be the
conventional dam generator system and not — this
prototypethatthis chap hasis afreestanding unitthat
doesn’'t require dams or anything, it basically sits in
free-moving water and generates electricity. This
inventor has suggested itis an excellent alternative in
the Bay of Fundy to harness the tides for instance,
without having to go to the retention system. From
that standpoint, in reading the article, the installed
cost is very attractive compared to the conventional
damming and conventional turbine technology.

MR. BLACHFORD: We will ook into this. It was stan-
dard installation that we were looking at. | should
point out that when Hydro undertakes to supply a
community, it is firm power. | don't think that just
throwing a unit into a stream is going to necessarily
supply firm power, but it depends on the circumstan-
ces. It's just one of the things you have to look at.

MR. ORCHARD: Certainly, | appreciate that the
Hydro's commitment is to firm power, but in all of
these areas the system does have diesel generation
capacity which | suppose could back up this kind of a
water system if it was economic to allow Hydro to
maintain that firm power commitment.

MR. BLACHFORD: That's a possibility.
MR. CHAIRMAN: Mr. Minister.

MR. PARASIUK: Maybe | could just add on what the
member has said. I've been interested in this area
myself. Some of the people that I've talked to have
indicated some of this type of technology, a new type
of technology has generally been applied in warm
climates and they haven't had the problem of icing.
That's the one thing that they've raised with me and |
know that Hydro has been looking at what's called a
low head or no head type of generation, but the icing
seems to be a problem.

MR. CHAIRMAN: Mr. Lyon.
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HON. STERLING LYON (Charleswood): Mr. Chair-
man, to the president, we've been led to believe thatin
recent weeks or months that there has been allegedly
added emphasis put upon the negotiations that Mani-
toba Hydro has been carrying on for some time now
for power sales in the United States. First of all, Mr.
Chairman, could the President tell me who from Mani-
toba Hydro is heading up those negotiations. Are they
being conducted on a utility-to-utility basis? Is there
government participation in them and if so, who are
the governmental people?

MR. BLACHFORD: In the case of Wisconsin and the
Western Area Power Administration, these are being
spearheaded by Hydro with the approval of the Elect-
ric Energy Marketing Committee and the General
Manager of Corporate Planning is heading these up,
Mr. Jarvis.

MR. LYON: The Energy Planning Committee con-
sists of whom?

MR.BLACHFORD: Mr. Ellison, Mr.Cherniack, myself,
Mr. Patey; that's all, | think that's the number.

MR. CHAIRMAN: Mr. Lyon, they've asked me to have
you move a little closer to the mike, their having diffi-
culty picking you up for Hansard.

Mr. Lyon.

MR.LYON: What seemedtobethe main impediments
with respect to the Mandan negotiations, anything
thatisnewinthelast six months that wehaven't heard
of, other than the court action, | suppose?

MR. BLACHFORD: Not in general terms, Mr. Lyon.
The NPPD people are still wrangling with South
Dakota. As | said earlier this morning, they expectin
the next few weeks to put in their submission for a
corridor — that's wrong — the route for the transmis-
sion line in North Dakota.

MR. LYON: Sothen we're still faced as we have been
for some years with the transmission right-of-way
problem which is, of course, beyond our jurisdiction
or persuasive powers within the United States. Does
there appear to be any hope in the estimation of the
President, Mr. Chairman, of areasonably early resolu-
tion of this problem in the United States?

MR. BLACHFORD: | really have no basis for knowing,
except that | can point this out, that the Nebraska
Public Power District has indicated in their Annual
Reportthattheyarelooking at Mandan as being their
next source of substitute for generation. Theyarealso
spending relatively large sums of money on their
activities in all three states in order to further this
objective, so | have some confidence that they fully
expectthattheyare going to gettheirlinerouting and
permission to build that line.

MR. LYON: So in effect, there's been no change in
that situation in the last six months from what it was
previous?

MR. BLACHFORD: Not basically, Sir, no.
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MR. LYON: What about the Wisconsin area group
that you've been negotiating withforsome time? Has
there been any significant change in that negotiation?

MR. BLACHFORD: No significant change. We have
furthered the process. Along about February, we gota
signed Letter of Intent from, | believe it's six or nine
utilities that are in on this study for Wisconsin and
currently, wearejust setting up the basis for this study
to see what, in fact, will be studied to arrive at a good
conclusion.

MR. LYON: Mr. Chairman, did this Letter of Intent
represent a culmination of the previous negotiations
that have been going on now, well to my knowledge,
for at least three or four years?

MR. BLACHFORD: Yes, that's correct. It was a letter
that was basically agreed to last fall. It seemed to take
about two or three months to get all of the signatures
in Wisconsin for this.

MR. LYON: Mr. Chairman, are there any other initia-
tives being pursued in the United States with respect
to the export of Manitoba power to any other
jurisdictions?

MR. BLACHFORD: Yes, we are looking again at the
idea of selling power to the Western Area Power
Administration. It's being conducted on more or less
the same basis as the Wisconsin area. There are also
some other prospects down theroad in Nebraska as a
result of the Mandan Line and also we can start tolook
at the circumstances after 1992 when our current
commitments with Northern States Power on this 500
kV line have been fulfilled.

MR. LYON: Could you give us some additional infor-
mation on the Western Area Power route that he just
mentioned?

MR. BLACHFORD: | believe, Mr. Chairman, this
probably should come from the province. They are
conducting the negotiation. Are you speaking about
WAPA or the Western Inter-Tie.

MR. LYON: The western states.

MR. BLACHFORD: The western states. As | say, this
isapproximately the same basis as Wisconsin. Initially,
wehaven'tlookedatanyfixed quantity of powertosell
to them. General thoughts have been 1,000 meg-
awatts, but this can vary. We haven't really got into it,
Mr. Chairman.

MR. LYON: So, really the state of negotiations with
respect to the export of power to the United States is
invery much the same situation with some incremen-
tal improvements that one would expect now as they
were, say, six months or even a year ago?

MR. BLACHFORD: Yes, that's a fair statement.

MR. LYON: | don't think | have anything more at the
moment, Mr. Chairman.
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MR. CHAIRMAN: Mr. Minister.

MR. PARASIUK: Yes, | would like to ask the Chair-
man if, in fact, it was not the request of the Provincial
Governmentthat the negotiations with WAPA be car-
ried out and is it not true that there has been a meeting
in Denver at the urging of the Minister to proceed on
this basis and that there are the possibilities of 1,000
megawatts going into Bismarck?

MR. CHAIRMAN: Mr. Cherniack.

MR. CHERNIACK: Yes, Mr. Chairman, the WAPA
negotiations were brought to a stop sometime ago; |
can't put a date on it at the moment, because of the
Inter-Tie negotiations. It having been felt, and | am
just reporting what | was told, thatthere was no use
looking into the WAPA whilst the Inter-Tie was a first
objective. We were asked to reopen discussions with
WAPA and we did. There is a meeting in Denver and
there has been subsequent discussions reopening,
not negotiations yet, but the indication of the desira-
bility of studying the advantages on both sides and as
a result of that meeting in Denver which took place, |
think, in March, thereabouts, there was a renewed
agreement being discussed. | think the deadline was
May 15th and there were also discussions for the stu-
dies to go forward.

MR. CHAIRMAN: If there are no further questions, |
believe we will call it 12:30.
Mr. Orchard.

MR. ORCHARD: Just one other question, if | might.
Are thereany ongoing economic studies or feasibility
studies, cost benefit studies by Manitoba Hydro in
terms of delivering hydro-electric power to Churchill
rather than leave them on diesel generation?

MR. CHAIRMAN: Mr. Blachford.

MR. BLACHFORD: Yes, we have a study looking at
this. The study has been completed anditis now in the
hands of the provincial people to see what funding
might be organized in order to make thiseconomic as
far as Hydro is concerned.

MR. ORCHARD: | assume from thePresident’sremark
that if there is, say, no assistance from Ottawa in the
off-oil program or something similar that the econom-
ics of construction of the line and delivery of the
power for the demand is not economic from Hydro's
standpoint at this present time?

MR. BLACHFORD: Thatis correct. It is not economic
for Hydro to assume the whole cost of the line for
Churchill.

MR. ORCHARD: Is there a greatdeal of difference in
Capital cost, in Capital contribution from other than
Hydro, to make that delivery of power to Churchill
economic?

MR. BLACHFORD: Yes,itis a considerable contribu-
tion and in fact, we haverequestedthat the contribu-
tionbe almost thetotalcost. Thereason forthisisthat
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there doesn'tseemto be any firm belief that Churchill
will remain a viable thing for Hydro to supply after
spending $25 to $30 million to build aline up there and
that is why we have asked for the total cost.

MR. ORCHARD: The President, | assume, is indicat-
ing that there is always the constant cloud of doubt
over the future viability of Churchill as a grain port
which | assume is the major reason for being. Is that
the kind of question mark that is on the horizon for
future . . .?

MR. BLACHFORD: Yes, that is one of them and |
believe, since the study was started the Forces’ base
either cut down their activities or ceased them alto-
gether. | am not sure where that stands.

MR. ORCHARD: Yes, they were eliminated as was the
majority of the function at the rocket range and a
number of other areas. If acommitment from the Fed-
eral Ports Authority was forthcoming that Churchill
was going to be a grain terminal, a grain export port,
for the next 30 or 40 years, would that change the
economics of providing a Hydro line and the Capital
costs of a Hydro line into Churchill?

MR. BLACHFORD: | think we would go back and
have a look at it and see if we could scale down our
requirements. Mr. Chairman, ifImay,toMr. Orchard’s
questionregarding the cost of energy purchased from
the U.S., in the fiscal year just ended, it appears that
the total purchases averaged 10.2 mills per kilowatt
hour plus exchange. This is in U.S. dollars, so it is
more than that. To go with that, we should say thatany
time these purchases are made in a year such as we
have just passed through, when these purchases were
not required to supply the Manitoba load, we always
made about 4 mills per kilowatt hour by purchasing
andthensellingthem back. Thathasbeenthenameof
the game. The purchaseswerenottosupply the Mani-
toba load; the purchases were to make money.

MR.ORCHARD: Therewereno purchases from either
Saskatchewan or Ontario of significance then?

MR. BLACHFORD: Yes, there were some from Sas-
katchewan and they cost 7.4 mills. It was not very
much energy.

MR. ORCHARD: None from Ontario?

MR. BLACHFORD: None from Ontario, no.

MR. ORCHARD: Thank you.

MR. CHAIRMAN: The hour is 12:30. Committee will
rise. We will meet again on Tuesday, May 18 at 10:00

a.m.
Committee rise





