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MATTERS UNDER DISCUSSION: 

The Annual Reports of the Manitoba Energy 
Authority for the fiscal periods ending March 
31, 1987, and March 31, 1988. 

Mr. C hairman: Committee, come to order. I have a 
resignation from Gilles Roch. Any nominations? Is that 
agreeable to the committee? (Agreed) 

I also have a resignation from Bill U ruski. Any 
nominations? 

I call the committee of Public Utilities and Natural 
Resources to order to consider the Annual Reports of 
the Manitoba E nergy Authority. I would like the 
Honourable Minister to make his opening statement 
and to introduce the staff present here today. 

* (1005) 

Hon . Harold Neufeld (Minister of Energy and Mines): 
This committee convened sometime ago and this is a 
continuation of that hearing. I will not make an opening 
statement except to say that the Members with me 
here today are the chairman of the Authority, Mr. Brian 
Ransom, and the manager of the Authority, Mr. Charlie 
Curtis. 

Mr. Chairman: The floor is open for questions. 

M r. Herold Driedger (Niakwa): I am afraid that it did 
slip my mind temporarily that we had met once earlier 
and consequently did not reread the Hansards from 
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that particular time. I may ask some of the questions 
today that are a bit repetitious, but if that is the case 
I call upon someone to point out to me that these 
questions have been asked before. 

Basically with respect to the Manitoba Energy 
Authority, I notice that in the Estimates themselves, in 
the Estimates process when we were looking at Energy 
and Mines, there is a reference to the Manitoba Energy 
Authority with respect to terms of reference objectives 
and activity identifications. 

I notice also in the annual report that there is a fairly 
lengthy indication as to what the mandate of the 
Authority is and what it is supposed to do. I must 
confess that I am somewhat in a quandary with respect 
to just simply the term "energy." I notice that when I 
read the annual report, "energy" is identified as 
electrical, yet we have in this province a considerable 
amount of requirement with respect to either the pricing 
or the supply of natural gas. 

I am wondering if the Energy Authority has any kind 
of involvement at all in the either acquisition of supplies 
or in the attraction of industries to this province that 
might require more natural gas use or anything of that 
nature at all with respect to natural gas as opposed 
to electricity. 

Mr. Chairman: I will ask the committee so I can deal 
with this resignation first-resignation from Bill Uruski. 
Are there. any nominations? 

Mr. Jerry Storie (Fiin Flon): I nominate Mr. Plohman, 
the Member for Dauphin. 

Mr. Chairman: Is the committee agreeable to this? 
(Agreed) 

Could we have someone answer? 

* (1010) 

Mr. Neufeld: The mandate of the Manitoba Energy 
Authority is primarily to look after the supply of electrical 
energy for Manitoba and also to encourage the high 
intensity electrical users to locate in Manitoba in 
industries. 

Mr. Herold Driedger: So do I take it then that for the 
purposes of definition that when we use the word 
"energy" in this committee, we mean only electrical 
energy and that is all? 

Mr. Neufeld: I think that primarily has been the mandate 
of the Manitoba Energy Authority, yes. 

Mr. Herold Driedger: When we take a look at the 
objectives that are set out for the Energy Authority and 
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we are to look at objective No. B, which says to al leviate 
the effect of any energy shortage that may occur in  
the province, we again are referr ing on ly  to electricity 
and not to any other form of energy, so that there 
would be no role for th is committee to play in any other 
aspect of energy shortages? 

Mr. Neufeld: Historical ly that has been the responsibi l ity 
of the Manitoba Energy Authority. In the past , they 
have looked only at the electrical energy supply. 

Mr. A. Brian Ransom (Chairman, Manitoba Energy 
Authority): Mr. Chairman,  I believe when the Energy 
Authority was first established it was at a t ime when 
there was concern about possible shortages of energy
oil ,  in particular. At that t ime it  was thought that the 
Energy Allocation Committee m ight be a m ajor p layer 
withi n  the Manitoba Energy Authority. As i t  turned out 
subsequently, the Energy Allocation Committee was not 
active . Of c o u rse ,  wit h t h e  esta b l i s h m e n t  of t h e  
Department o f  Energy, then some o f  t h e  perceived role 
of  the Energy Authority actual ly was carried out with in 
the department, especially with respect to energy policy. 

Starting last J une, we have had a meeting of the 
Energy Allocation Committee and have begu n  to review 
just how that committee might function and where their 
responsibi l it ies for allocation of energy resources would 
l ie  i n  t imes scarcities again.  W hi le that committee has 
been i n active in the past, we are reviving it now and 
trying to define just who should hold what responsibility. 
We could be i nvolved in other forms of energy there 
t han electricity. 

Mr. Herold Driedger: So, at t his moment,  if I just can 
recap, we have essential ly the Energy Authority itself
I want  to make certain I understood Mr. Ransom 
correctly-that the Energy Authority holds itself strictly 
to th ings electrical and t hat the other aspects of energy 
are then to be covered by that. I did not get the exact 
name of that committee, is t hat correct?  

Mr. Ransom: Well ,  i n  practice, i n  recent years, the  
Energy Authority has concerned itself primarily with 
electricity i n  the original legislat ion establ ishing it . At 
that t ime it was perceived that there would be m ore
a greater role for the Energy Al location Com mittee. 
Hence, the name authority. In t imes of shortage that 
Energy Al locat ion Committee would have rather strong 
powers i n  terms of al locating scarce energy resources. 
As the oil crisis faded i nto the past , that aspect of the 
Energy Authority's activities d id  not d evelop, and i t  
went on to develop primari ly i n  the area of m arket ing 
of electrical energy. 

Mr. Herold Driedger: If t h e  E n ergy A l l ocatio n 
Committee and the original mandate of the Energy 
Authority essential ly were to apply in t imes of energy 
shortages, because I notice that i n  activity identification 
we actually d o  specify Energy Supplies Emergency Act, 
which would ind icate to me that we are talk ing about 
a time when there is a short supply of energy, is there 
any long-term plann ing und er way at th is moment i n  
t ime which attempts t o  coordinate t h e  supply and 
demand for energy in  Manitoba and basically developing 
plans for the either supplying of energy and the mix ing 
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and the m atch ing of the two types of energy that we 
use right now, primarily electrical and gas? 

* ( 1 0 1 5) 

Mr. Ransom: If I understand the question correctly, 
Mr. Chairman, there had not been any sign ificant activity 
in recent years concerning what might happen in the 
event of shortages once again ,  but the legislative 
requirement is there to be prepared for or to deal with 
those circumstances should they arise. W hen the Energy 
Allocation Committee met last summer, we asked that 
a staff member of the Department of Energy prepare 
a report for the Energy Al location Com mittee which we 
have not yet received that would  al low us to m ake 
some rec o m m e n d ations t o  the Govern ment  as to 
specifically who should hold the responsibi l ity because 
in the event that we should find ourselves in a situation 
of shortages again ,  we would want to be prepared for 
that and not be grappling with the administrative 
mechanisms of how we approach the problem that 
subsequently arises. 

Mr. Chairman: The M i nister wanted to add something 
to that? 

Mr. Neufeld: Yes, Mr. Chairman . I think both the 
chairman of the Manitoba Energy Authority and I h ave 
ind icated that primari ly the Manitoba Energy Authority 
is concerned with electrical supplies, e lectrical energy 
supplies. We have already indicated that there is an 
Energy Al locat ion Committee and that that committee 
has met but has not come down with any pol icy. 

We are here today to d iscuss the M arch 31, 1 988, 
report of the Manitoba Energy Authority, and that deals 
primarily with the supply and export and generation of 
electrical energy. I think we should stick to that.  

M r. John Angus (St. Norbert): Mr. Chairman,  through 
you to the Minister for clarification.  Does that mean 
that we do not discuss any of the events that the Energy 
Authority has taken between M arch 1988 and now? If 
I am right,  if I remember correctly, the reason that we 
stood this committee over was because of the m ajor 
announcement concerning the use of energy, a high 
energy industry. We felt  that it  was prudent to wait u ntil 
that announcement was made, so that we did not 
d iscuss  it in  d e p t h  wit h o u t  it being of f ic ia l  a n d  
subsequently that announcement was made, a t  least 
a port ion of it  was made, and I would very much like 
to find, to pursue the i mpact of that industry and the 
negotiations and the relationships. 

I arn just not exactly sure, Mr. Chairperson, what the 
M i n ister is referring to as to the l imitat ions of the 
d iscussions the committee has. 

Mr. Neufeld: Mr. Chairman , my reference was to Mr. 
Driedger's reference to other forms of energy than 
electrical energy. I am q uite prepared , and I th ink  the 
committee is qu ite prepared to discuss events that have 
occurred since March 31, 1988, with respect to electrical 
energy and high i ntensity energy users. 

Mr. Angus: Thank you very much,  Mr. Chairperson ,  
for that exp lanat ion.  I appreciate i t .  I wonder if  perhaps 
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we could have an update from either the administration 
or from the Minister in relation to the industrial 
announcement that was made concerning the high 
energy user in the central north part of the province. 

Mr. Neufeld: Are we talking about Alumax? 

Mr. Angus: Yes, Sir. Yes, Mr. Chairperson, that is the 
one we will talk about. Just for clarification, if  1 
remember accurately, there was an announcement of 
a-was it Corningware, a glass, sand-

An Honourable Member: Dow Corning. 

_Mr. Angus: -Dow Coming, that is another one 1 would 
like to pursue and see exactly where we are with that. 

Mr. Neufeld: I can give you some information on the 
Dow Coming. We are into Phase I of the-let us call 
it-experimentation. To my knowledge everything is 
going well. I will leave administration to discuss in detail 
if you want any more details on it, but the first phase 
was to do experimental work in Austria. Phase 11, if 
they decide to go to Phase 11, will be a pilot plant in 
Manitoba. Phase 11 announcements are not expected 
until sometime this summer. I believe July is a date 
that has been mentioned. 

• (1020) 

As far as the Alumax negotiations are concerned, 
we are still in the same position we were in the last 
time we met. We have not received from the federal 
Government any indication of additional help and until 
·we do so we are not in the position to give a price on 
electricity any better than the one we gave them some 
time ago. 

Mr. Angus: I am interested in the Phase I investments 
that we are making, and before I ask questions that 
may be answered through general statements by the 
administration, perhaps through you, Mr. Chairperson, 
the Minister would allow the administration to give us 
an update as to what Phase I consists of; what the 
dollars and cents investment by Manitobans is into 
Austria and what we hope to be able, or expect to be 
able, to control coming out of this. 

Mr. Chairman: I will leave the administration to answer 
that question. 

Mr. Doug Davison (Executive O f f icer, Industrial 
Policy): As Members may recall from some of the 
documents that were made available when the program 
was announced in early December, this program 
consists of actually three stages of work between Dow 
Coming Corporation, the Manitoba Energy Authority, 
and the Government of Canada. 

The first stage involves the testing of Manitoba Silica 
Sands in a small furnace that is located at Dow 
Coming's partner facilities in Austria. A firm by the 
name of Voest Alpine AG in Austria is a partner of Dow 
Coming's. They are actually conducting, together with 
Dow Coming, a test of the feasability of the sands to 
be processed in such a manner that silicon metal can 
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be manufactured under certain scientific circumstances. 
That is the purpose of stage one of the program. 

The overall contribution by the Manitoba Energy 
Authority to that stage is 25 percent of the costs. The 
total costs of stage one being approximately $260,000 
as the MEA's contribution to stage one. As already 
mentioned, that stage is designed to conclude in June 
of this year by which time there will be a decision with 
respect to initiating stage two, the pilot plant in 
Manitoba. 

Mr. Angus: Mr. Chairperson, the other contributing 
partners are the federal Government and Dow Coming. 

Mr. Davison: That is right. 

Mr. Chairperson: Mr. Davison, we have got to get 
squared around here for Hansard. 

Mr. Angus: Is there a breakdown of the contribution? 

Mr. Davison: Fifty percent of the costs of stage one 
are contribu1ed by Dow Corning Corporation, 25 
percent by the Manitoba Energy Authority, and an equal 
share of that by the Government of Canada through 
the Western Diversification Program. 

Mr. Angus: Mr. Chairperson, you will forgive me if my 
technical knowledge of the testing or the quality of the 
sand, and so I will in my own layman's terms try to 
say what I think that you have said. and you can tell 
me if I am right by nodding so we do not have to go 
back and forth. 

You have picked up a few buckets of sand and you 
have sent them off to Austria and said, here, check 
them. If they work out really well and if they feel that 
there is !1igh quality sand and they can make a high 
quality product out of that, they will come back to Phase 
11 which will be to start cultivating, I guess, digging up 
or bringing it out of the earth. Perhaps you can move 
in to Phase 11, assuming that it is a quality product that 
they find. This would be the thing in June, is it? 

• (1025) 

Mr. Davison: That is generally correct. Assuming the 
achievement of certain scientific thresholds in stage 
one, the concept is to establish a pilot facility in 
Manitoba on a slightly larger scale than the one that 
is being used in stage one. The purpose of the stage 
two pilot plant would be to continuously process 
Manitoba sands which by then would have been verified 
as to their technical suitability for the process, to 
continuously process those sands in such a manner as 
to verify the commercial viability of producing silicon 
metal with large quantities of that sand over a 
continuous period of time. 

Mr. Angus: Mr. Chairperson, this may be a question 
better directed to the Minister as opposed to Mr. 
Davison. I appreciate and definitely can applaud the 
initiative of feed money to develop the product and to 
establish an industry in Manitoba. Subsequent to that, 
is there any ongoing agreement for continued 
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cooperation of Government funding in this venture or 
are we backing right off and turning it right over to 
Dow Chemicals? 

Mr. Neufeld: The agreement calls for ongoing Manitoba 
and federal participation, but I do not believe that has 
been worked out in detail. I will ask Mr. Davison to 
reply to that. 

Mr. Davison: The program that we are discussing 
consists of a total of three stages. Each stage is 
governed by a particular agreement referred to as a 
subsidiary agreement, that is subsidiary to a master 
agreement between the Manitoba Energy Authority and 
Dow Coming. The master agreement talks, as the 
Minister has indicated, about a full three stage effort, 
but there is not talk in that particular document about 
the levels of financial contribution that would be made 
by each party to each stage. That is the point of having 
a subsidiary agreement for each stage. 

Mr. Angus: The pilot facility then would obviously be 
located close to where the sand comes from and will 
undoubtedly mean through you, Mr. Chairperson, to 
the Minister or to Mr. Davison, the development of a 
plant of some sort. Whenever you develop a plant in 
an area where there is sand, you have environmental 
concerns in those location parameters. I remember very 
well the last time the Government considered an 
aluminum smelter in Manitoba the length to which they 
had to go to keep the public informed. Is there any 
discussion or has there been any discussion in relation 
to site location for the pilot facility, and what overall 
dollars are we speaking of in terms of the pilot facility? 

Mr. Davison: Discussions with respect to site location 
are now beginning to take place. The company is 
interested in investigating a number of options for siting 
the pilot plant and potentially the full scale facilities if 
the program does indeed move to stage three. The 
important point I think is that process is just beginning 
now and the company will be proceeding through a 
decision-making process together with us and 
appropriate provincial authorities and others about 
where the best location of that plant is. 

Mr. Angus: Within the information that is available, 
and again I fully understand the limitations of the 
discussions that Cabinet may be privy to and that the 
committee may be privy to as to specifics of site 
location, but I have got to assume that it is going to 
be close to where they get the sand from. I would like 
to know if that is an accurate assumption and/or where 
the sand is coming from? 

Mr. Neufeld: I think it is a little early to discuss publicly 
the site location. I think you will understand that this 
is something that the company, being Dow Corning, 
will have to assess as to viability. lt is something that 
we have to assess with respect to the environment 
among other considerations. I think we also have to 
realize that if we announce one location as opposed 
to another we can get ourselves into a little bit of hot 
water. 

* ( 1030) 
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Mr. Angus: Yes, the Minister has made quantum leaps 
of perceptional ability in relation to public opinion and 
I appreciate the fact that no matter where he says it 
is going to be located there will be some concerns. 
What I would like is his assurances that there will be 
open public hearings. That there will be an informational 
and informing process that will allow all Members of 
the Legislature and all members of the public know 
precisely and exactly what is happening? 

M r. Neufeld: Mr. Chairman, Mr. Angus is moving into 
the responsibilities of the Minister of the Environment. 
I can assure him that the Minister of the Environment 
will be informed and will keep us informed as to the 
process that his department will go through. 

Mr. Angus: May I get an indication of the order of 
magnitude of stage two total dollar investment? 

Mr. Davison: The estimates that are currently being 
employed are of course very early estimates which we 
expect will be refined and specified to a greater degree 
than is possible now during the next couple of months. 
But the range of dollars that we would be talking about 
with respect to stage two are anywhere between $10 
million and $ 1 5  million. That is a working range of cost 
estimates that are now being looked at both by Dow 
Corning and by ourselves. There is no certainty to that 
number as of yet. 

Mr. Angus: Mr. Chairperson, would you be able to 
answer-and I recognize these are projections-what 
is the potential employment in a Phase 11 project (a); 
and (b), how long does a Phase 11 project last? 

M r. Davison: I am afraid I do not have with me certain 
information, so ! will go by my recollection. I believe 
that the employment level in the pilot facility will be in 
the order of 20 to 25 people. I would be happy to check 
that and provide Members with that information. The 
pilot plant is a stage that is intended to be operated 
for a period of two-and-a-half years to three years, 
from July of 1 989 until June of 1 992. 

Mr. Angus: The $10 million to $15 million, is that the 
total investment or is that capital costs and operating 
costs? 

M r. Davison: That is the total cost of this estimate. 

M r. Angus: Mr. Chairperson, I suspect that given the 
fact that we have made a quarter of a million dollar 
investment already to test the waters, as it were, that 
if those tests prove viable, then we would be investing 
over the next three years from June another $1 0 million 
to $ 1 5  million and employing 20 individuals to 25 
individuals to further test t o  see if  there is the 
opportunity to develop a plan on this particular product 
at that site. 

Mr. Davison: That is correct. 

Mr. Neufeld: I think it should be mentioned that the 
$10 million to $1 5 million is the total cost of the second 
phase of the project and not Manitoba's share of the 
second phase of the project. 
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Mr. Angus: I was working under the assumption, Mr. 
Minister, that the same 25-25-50 sharing ratio on that 
$1 5 million was what we were talking about. Is that 

Mr. Neufeld: Mr. Davison mentioned earlier that the 
subsidiary agreements will be entered into, and I am 
going to ask him to report on that. 

Mr. Davison: You are correct. The concept that has 
been discussed to this point with respect to stage two 
contributions is the same as in stage one. lt is, however, 
at this stage only a concept that requires further 
negotiations which are now commencing. 

Mr. Chairperson: Thank you, Mr. Angus, and I notice 
that Mr. Storie has a blockbuster for us here so if -
(Interjection)- this is all right. Carry on then, and we 
will get through your line of thinking and onto his talk. 

M r. Angus: Thank you very much, Mr. Chairperson. I 
appreciate your management of the committee and 
your tolerance. I also appreciate the clarification that 
the Minister has made, because it is hard to 
predetermine what the Western Diversification Fund or 
where they are going to invest their monies is. So that 
while we may be looking at getting federal assistance 
in this concept, the Province of Manitoba is going to 
have to make some contribution. As of yet, as I 
understand it-the $ 1 5  million-it has not been 
absolutely determined what the split will be, but you 
are looking at a split similar to what you have had, 25 
percent by the Province of Manitoba, 25 percent by 
the federal Government and 50 percent by the private 
sector. 

M r. Neufeld: That could well be the split but that has 
not yet been decided. 

Mr. Angus: Mr. Chairperson, I do not want to hog the 
floor of the committee and Mr. Storie is looking at his 
watch. I have other questions on Alumax and on other 
sections of the Energy Authority. 

Perhaps, Mr. Chairperson, through you, the Minister 
would be kind enough to bring us up to date on the 
negotiations with the federal Government in relation 
to the cost-sharing that would be required to undertake 
this mega project. 

M r. 1\leufeld: Are you now speaking of Alumax? 

M r. Angus: Yes. 

M r. Neufeld: Mr. Chairman, the negotiations with the 
federal Government have not gone very swiftly. I have, 
as has been reported in the newspapers this morning, 
been in touch with Mr. Mayer's office, the Minister for 
Western Diversification, and we have requested a 
meeting with him, the principal purpose of the meeting 
to be whether or not there are monies available for 
such a project. If there is no money available, let us 
know quickly so that we can get on with our lives. 

Mr. Angus: I guess we will just have to wait until we 
hear more from the federal Government as to their 
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desire or lack of desire to cooperate in this particular 
project. We just simply cannot do anything until we 
hear from them. Is that a fair assumption? I am going 
to get off that whole questioning vein unless there is 
more for you that you have to tell us about it. 

Mr. Neufeld: Mr. Chairman, we have taken the decision 
that the cost of giving Alumax the electrical rates they 
have demanded, there is simply a cost that is too great 
for Manitobans to bear. When the Member asks whether 
nothing will happen until the federal Government makes 
a decision, he is right. We will not be making our decision 
until we get the federal Government's decision. 

Mr. Angus: A final question on that particular aluminum 
smelter. There was some discussion in relation to the 
firm locating in another province. Has there been any 
indication from the private sector, that is the company 
that was considering locating in Manitoba, as to whether 
or not the negotiations are going more easily or more 
favourably or they are getting closer to a resolve in 
another area of the country? 

Mr. Neufeld: We have no way of knowing how far they 
have gone in their negotiations with another province. 
We do know they had several sites in mind. There are 
several Canadian sites as well as the one in Manitoba 
they had in mind. There were several sites in other 
countries they had in mind. They have told us that the 
main consideration would be the price of electricity. 
They have given us a price that they will not negotiate 
from. We are simply not in a position to give a response 
to that price. I have no way of knowing whether or not 
they have n_egotiated any further, either with Quebec 
or with British Columbia or, for that matter, with 
Venezuela. 

* ( 1 040) 

Mr. Angus: Has the company given you any deadlines 
as to a decision-making process? it would seem to be 
me, Mr. Chairperson, they would have their own game 
plan and their own scheduling and by necessity have 
to have some decisions by particular times. 

M r. Neufeld: They have not given us a deadline, but 
we are well aware that they have their own agenda, 
they have their own timetable, and they have to follow 
that. That has been conveyed to us that that could well 
be sometime in March. 

Mr. Angus: March of this year? 

M r. 1\leufeld: Yes. 

M r. Angus: Thank you. That is tomorrow. Have you 
got a major announcement for us, Mr. Minister? No? 
Nothing that exciting? 

Mr. Chairperson, I will relinquish to Mr. Storie. 

Mr. Storie: Could the Minister tell the committee 
whether he has met with any of the Alumax officials
he personally met with the Alumax officials-since the 
House adjourned? 
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Mr. Neufeld: No,  I h ave met with the A lumax officials 
i n  Decem ber of last year and that was the last t ime. 
We were g iven the demands at that t ime,  and we have 
not been able to meet those demands at this point i n  
t ime.  

M r. Storie: The M i nister referenced in  h is earl ier 
remarks some proposals o r  negotiat ions with respect 
to the Western Diversificat ion Fund.  H as the province, 
through MEA or through his own department, submitted 
in a formal way a proposal request ing assistance from 
the Western Diversificat ion Fund? 

Mr. Neufeld: l t  d oes not work quite i n  that way. We 
h ave to have an indication of whether th is  is f i rst of 
a l l  an area i n  which the Western D iversification Fund 
wi l l  move. We at th is  point h ave not been told whether 
the Western Diversification have monies for this k ind 
of project and that is the f irst th ing we want to 
establ ish-if  there is  money for th is k ind of a project . 

Mr. Stor ie :  I d o  n ot u n d erst and t h e  M i n i st e r's 
reluctance to act.  The Western Diversification Fund was 
estab lished to d iversify the western economy. If th is is 
not d iversificat ion ,  then I do not know what is. lt is 
perplexing, m aybe worse. lt d oes not j ust perplex me,  
i t  a n g e rs m e, t h at the M i n is ter  h as n ot f o r m a l l y  
contacted Alumax.  I talked to t h e  president, talked to 
the corporate p lanner personal ly on  the phone. They 
are very easy to access. 

We f ind out today that the M inister is now considering 
approaching Charlie Mayer to d iscuss whether the 
federal G overnment will support M anitoba through the 
Western Diversificat ion Fund one d ay prior to the f i rst 
of March.  The M i nister k nows fu l l  wel l ,  or he shou l d ,  
that A lumax is p lann ing to m a k e  a corporate decision 
in the f irst q uarter of 1 98 9; i n  other words, we now 
h ave 30 days. The M i nister has been responsib le for 
this portfolio  and M EA for approaching a year and on 
o n e  of  the potent ia l ly  m o st i m p ortant  p rojects i n  
Manitoba, certainly i n  the l ast couple o f  decades, the 
M ihister has waited unt i l  the eleventh hour  p lus to even 
open d iscussions with the federal G overnment.  The 
fanfare that went along with the announcement of the 
Weste r n  D ivers i f icat i o n  F u n d  certa i n l y  h as left  
M an itobans with  the expectation that funds would be 
flowing  for Manitoba p rojects, for projects that woul d  
help us to d iversify a n d  stab i l ize o u r  manufactur ing 
economy. This Min ister, now i n  the eleventh hour, is  
sayin g  we are going to open d i scussions, but he is not 
sure whether it is  suitable.  I th ink Manitobans woul d  
h ave expected more. I thin k  they would have expected 
a proposal on the table,  our demand from the federal 
Government. Is  there no such deman d ?  Do we not 
have expectat ions about what we might need to br ing 
th is  p roject together? Do we not know what we need ? 

Mr. Neufeld: M r. Storie knows very well that the 
Manitoba Government does not control the Western 
Diversificat ion Fund . That i s  controlled by the federal 
Government. He  also knows and we are on record as 
saying  time and time again we cannot g ive the hydro 
rates to Alumax as they have demanded. lt is i mpossible 
for us to do so. We wi l l  not put our customers or our 
taxpayers to that expense. I f  he wishes to do that,  he 
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could have done that a long t ime ago, but he d i d  not 
either. We cann ot g ive a rate which approaches 50 
percent of the rate that we are giv ing to our other large 
users. They wi l l  then expect, and should expect,  the 
same rates. W h at d oes that d o  to the residential  
customer? W here d oes he expect th is money to come 
from? He sits t here and demands. He does not have 
to do anyth ing ,  but he is demand ing. Where is the 
money going to come from,  I ask h i m ?  

Mr. Storie: I d i d  n o t  request the M in ister to do any 
such thing. I was not even referring to Manitoba Hydro 
rates. I have put  on record and the M i n ister k nows that 
Manitoba Hydro has produced a study which ind icates 
that they can reduce their  rates for major industrial 
c o m p a n ies .  T h ey can cert a i n l y  do u n d e r  c e r t a i n  
circumstances where there a r e  surpluses in  t h e  event 
of additional generation coming on stream. 

H owever, let us set that aside. The q uestion was what 
has the Min ister done to access funds that the federal 
G over n m e n t  s u p p o se d l y  set a s i d e  for Western 
Diversificat ion? A year into h is mandate, as M i n ister, 
he is now saying ,  wel l ,  we had better start talk ing about 
i t ,  and he cannot tel l  th is committee what we need as 
a p rovince from the Western Diversificat ion Fun d  to 
make this project h appen. That is astound ing. l t  is  
f labbergasting; i t  is  u nbel ievable. 

Can the M i n ister te l l  us whether there is a formal  
proposal before the Western Diversification Fund which 
outlines what we need to make this a real istic p roject 
for Manitoba and wi l l  meet the needs or some of the 
needs of A lumax to put us in a bargain ing posit ion? 
Bargain ing does not just consist of locking up the tables 
and saying well ,  I do not think we can do that. Bargain ing 
consists of f inding a way to d o  it .  I f  i t  includes other 
p a r t i es l i k e  t h e  federa l  G over n m e n t ,  it i n c l u des 
approaching them. A year in to  th is project he had not 
even approached the federal Government. H as the 
M i n ister put anyth ing  together that he can show this 
committee that wi l l  tel l  us what we should expect from 
that fund? 

Mr. Neufeld: The Member for  F l in  Flon raves on and 
o n  and d oes n ot tel l  us how Manitoba Hydro can meet 
those rates. He d oes not tel l  us who is going to pay 
h i m. If we have to raise rates now, we have to raise 
the rates now for our residential consumer-and it has 
been ind icated i n  the press that that has to go up by 
some 5 percent or 6 percent this year. How do we sel l  
power for 1 .2 cents a k i lowatt hour? We would  then 
h ave to raise the rates of residential consumers even 
more. Where d oes he expect th is money to come from? 
Does he  want h is  constituents to pay  for  it? 

As far as the federal Government is concerned , we 
have done and we have been in negotiations. We have 
contacted them. We have not waited unt i l  now. We are 
trying to contact them. lt is not a one-sided th ing. We 
have to get them at a t ime when they have t ime for 
us. They have their own agenda. They have many areas 
that their monies can be placed.  They have to decide 
how much they have avai lable. They have to decide 
whether th is is a project that is with in  the guidel i nes 
of the Western Diversificat ion Fund .  l t  is not up to the 
M ember for Flin Flon (Mr. Storie) to d ictate to the federal 



Tuesday, February 28, 1989 

Government or to the Manitoba Government what is 
western d iversificat ion .  

Mr. Angus: Not a point  of order, just a clarif icat ion .  
Through you ,  M r. Chairperson , to M r. Storie's l ine of  
q uest ioning. Are you suggest ing that i f  the company 
is going to be making a decision i n  the fi rst q uarter, 
which is with in the next 30 days, at the very least, that 
we should have as a Government made an appl ication 
for whatever proportion of the Western Diversification 
Fund we . . .  ? 

* (1050) 

Mr. Harry Enns (Lakeside): On a point of order, M r. 
·chairman.  lt is not the role i n dividual members to 
question themselves on this committee but to seek 
information from the . . . . 

Mr. Angus: Thank you. I wanted clarification from M r. 
Storie, who has considerably more experience than I 
have in th is,  M r. Enns. 

Mr. Storie: I appreciate the question from the Member 
for St .  N orbert ( M r. Angus) .  That is exactly my point.  

The Minister continues to confuse the two issues. I 
h ave not suggested or requested Manitoba Hydro to 
offer a subsidized rate unnecessari ly to Alumax or to 
anyone else in  the p rovince. W hat I have suggested to 
the M i nister, what h is  own department and M anitoba 
Hydro have made clear to the publ ic is that from t ime 
to t ime rates can be reduced for specific per iods of  
t ime under specific circumstances when there is surplus 
energy at no cost to the province, to the ratepayers 
of Manitoba Hydro and at tremendous benefit to 
M a n i to b an s  a n d  can s u p p o rt t h e  b u i l d i n g  of  o u r  
industrial base. Let us set that aside. The M i nister keeps 
saying wel l ,  he  is trying to contact them in the federal 
system to see if  m oney is  avai lable to the Western 
Diversification Fun d .  

M y  simple d i rect q uestion to t h e  M i nister is c a n  h e  
tell th is committee, h a s  he p u t  i n  writ ing what would 
be requ ired from the Western Diversification Fund to 
make th is p roject go.  A s imple yes or  no.  H as he, or  
someone i n  the M EA or someone i n  h is department,  
done that? 

Mr. John Plohman (Dauphin): You d o  not know, do 
you ?  

Mr. Neufeld: First o f  all, w e  cannot bu i ld  a b i l l ion
dol lar plant with the offer to the developer of spot 
electrical pr ices and that is  what you are suggest ing,  
first of a l l .  

You talked about surp lus power, that  spot-that is 
interruptable power and they are not prepared to take 
a contract for spot p rice. They want a contract for fixed 
prices. 

As far as your q uest ion,  have we put down the 
numbers we will need from the federal Government, 
yes we have, but we are not going to d iscuss that in 
public .  

M r. Storie: S o, M r. Cha i rperson , t h e  M i n i ster  i s  
suggesting that in  fact they do have some understanding 
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of what l itt le would be requ i red g iven Alumax's last 
p r oposa l  f rom t h e  p r o v i n c e ,  f r o m  t h e  federal 
Government, to make this a p roject that would be viable 
from their perspective at least. H as the Min ister then 
forwarded this as a proposal, as a request for fund ing 
from the Western Diversificat ion In it iative, to M r. M ayer, 
to the federal Government? H ave they done this any 
t ime in the last six months? Is there a formal proposal? 
Has a formal proposal been forwarded? 

Mr. Neufeld: As I mentioned earl ier, M r. Chairman, we 
have been in discussion with them but we have to know, 
fi rst of a l l-the fi rst th ing we have to know before we 
make a formal proposal, who are we going to m ake 
the proposal to? If we make the p roposal to the 
b ureaucrats, they will say we h ave no authority. We 
have to have that authority, we have to f ind out whether 
t h at is w i t h i n  t h e  g u i d e l i nes of  t h e  Western 
Diversification .  That is the first th ing we have to f ind 
out.  

Mr. Storie: M r. Chairperson,  the Min ister has been the 
M i nister responsible for a year. The Min ister should 
know that projects, from as d iverse as health research, 
m u n ic i p a l  i nfrast r u ct u re ,  everyt h i n g  i n c l u d i n g  the  
kitchen s ink ,  have been i ncluded at  one  t ime or another 
by various provinces for the Western Diversification 
In i t iat ive. I th ink  that pretty much intuitively one would 
say that an a luminum smelter coming to a province to 
create 300 or 400 jobs to ut i l ize our electricity, a major 
new i n dustry for M anitoba, should f it under the general 
rubric of western d iversificat ion.  

An Honourable Member: I th ink so.  

Mr. Storie: H aving said that, the Min ister says, wel l ,  
we want  to know what  the g uidel ines are. l t  seems to 
me t hat we need to apply and we should h ave applied 
a year ago for money under the Western Diversification 
Fund and I d o  not thin k  it  is  acceptable to say now, 
a matter of days now before a major corporation makes 
a major decision with respect to a new faci l ity for 
producing aluminum,  to say, wel l ,  now we are start ing 
t o  i n vest i g ate .  How d oes the M i n ister  j ust i fy t h i s  
i ncomprehensible situat ion? 

Mr. Neufeld: M r. Chairman, first of a l l ,  February 28, 
1 988,  M r. Storie was the M i nister responsible for the 
M anitoba Energy Authority and i f  i t  should have been 
done a year ago he should have done it. 

Mr. Storie: M r. Chairperson,  the M i nister knows as 
wel l -

A n  Honourable Member: I th ink you missed t h e  point .  

M r. Storie: - as anyone else that the d iscussions with 
A lumax were prel im inary. In fact they started about the 
t ime the M inister referred to, January, February of 1 988. 

The fact is that since that t ime negotiations should 
h ave proceeded and they do not appear to have 
p roceeded at a l l .  They seem to be stu mbl ing or failing 
on the M i n i ster's re luctance  to  get  i nvolved i n  
d iscussions and the M in ister's apparent reluctance to 
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• 
approach the federal Government with a concrete 
p roposal saying this is what we need to do .  

My question is  why? Why have we waited? Why have 
we missed th is opportunity? What is the rat ionale? The 
M i nister says, well ,  we d o  n ot know who to  talk to.  We 
d o  not know whether to talk to bureaucrats or who d o  
we t a l k  t o .  Certain ly t h e  M in ister responsible and t h e  
F irst M i nister o f  the country would be i n  a logical 
position .  

An Honourable Mem ber: Start with the boss. 

Mr. Storie: I just find it  rather b izarre that noth ing  of 
consequence has happened at the m i n isterial level .  I 
th ink  it is a foregone conclusion that we h ave lost th is  
opportunity. I n  my opin ion and probably in  the opin ion 
of many Manitobans we are going to have lost it because 
of the inabi l ity or  the unwi l l i ngness of th is M i n ister to 
act l i ke a Min ister, to act in the interests of Manitobans. 
There were no g uarantees that th is  would come to 
Manitoba i n  the first p lace, but certa in ly we have 
guaranteed ourselves by i n action that i t  wi l l  not ,  and 
that is  tragic. 

Mr. Neufeld: M r. Chairman, the negotiations M r. Storie 
speaks of are to try to accommodate a demand for a 
1.2 cent per k i lowatt hour p rice. That is ,  compare that 
to  8.4 cents a k i lowatt hour that the next generation 
i s  going to cost us,  if t h at next generat ion is Conawapa. 
N ow I ask the Member where are we going to get that 
7.2 cents from? lt is to offset that cost of electricity 
that we want to h ave assistance from the federal 
G overnment on and that i n  itself m ay not be within the 
gu idel ines of the Western Diversificat ion .  

We are not  ta lk ing about  the construction of the 
aluminum plant.  We are ta lk ing about subsidiz ing,  i f  
you l ike, of electrical p rices and that is the only thing 
that is at issue. That is  the only area i n  which we at 
th is  point  d i ffer with Alumax. They have said ,  we want 
1.2 cents, if  you cann ot g ive us 1.2 cents do not talk 
to us.  We cannot at th is point g ive them 1.2 cents, so 
we are not talk ing to them, period .  We will not sell 
Manitoba hydro for that price. 

Mr. Storie: M r. Chairperson ,  i n  terms of how the 
support, whether it is  provincial or federal , is provided 
a n d  u n d e r  what  t e r m s  is o b v i o u s l y  a su b ject of 
negoti at io n .  The M i nister knows and everyone around 
t h is table knows that Brit ish Columb ia  and Quebec 
have subsidized , along with the federal Government.  
the establ ishment of aluminum manufactur ing p lants 
in this country. lt has been done before. I f  it was good 
e n o u g h  for Que bec and it was g o o d  for B r i t i s h  
Columbia,  i t  should be good enough for Manitoba. I 
th ink  the M i n ister should be demand ing-yes, that is 
the word, demand ing-that Manitoba be t reated fair ly. 
We have received a miniscu le proportion of the Western 
D iversification Fund and we deserve better. This M inister 
seems to be sitt ing on his hands, wel l ,  we do not know 
who to talk to.  He should be stand ing  up on h is 
h a u nches a n d  d e m a n d i n g  that we g e t  some f a i r  
t reatment. If i t  means going to Ottawa a n d  speaking  
roughly to someone, then that is what  he should do.  
But  i t  is certainly not  acceptable for  h i m  to sit in  h is  
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chair and say, well, we do not know who to talk to and 
we do not know how it is going to be worked out .  That 
is just not adequate. 

Mr. Neufeld: M r. Chairman, I have never said I d o  not 
know who to talk to. We know very wel l  who to  ta lk 
to and we are attempting to, but we are not going to 
start a shouting match in  publ ic with the federal officials 
or  the federal pol it icians. We are far better off to 
negotiate with them and not get i nto a publ ic shouting 
match . We are not going to d o  that.  

Mr. Storie: One year of si lence has led us to the position 
where we do not know anyth ing .  We have no formal 
position on the table and we have no prospect of 
attract ing an a luminum smelter. I suggest the M i nister 
adopt a new strategy because his is fai l ing m iserably. 

Mr. Neufeld: I f  we cannot meet the pr ice that is 
demanded we should not sel l  it. There wi l l  be ample 
opportun i ty to sel l  Manitoba's hydro electric power in  
the future .  po not g ive it away now. 

* (1100) 

Mr. Storie: N obody is asking the Min ister to . . . . 

Mr. Neufeld: If he is not asking you to g ive it away, 
what is 1.2 cents a k i lowatt hour compared to 8 .4 cents 
of new generat ion? If  that is not a g iveaway, what is 
it? 

Mr. Angus: M r. Chairperson , I guess, through you to 
the M i n ister. The m ost d isconcerting revelation is the 
fact that we appear to not have even gone to the other 
levels of Government to try and work out a solut ion  
to the problem. l t  seems to me that i f  we are trying 
to get a mega project, i f  i n  fact you are trying to get 
a mega project and you believe that it is going to be 
good for Manitoba, that every effort should be made 
to cover a l l  of the bases, if you l ike, and to solve al l  
of the problems. To simply accept a posit ion that you 
are not going to be able to meet the price demands 
of  the customer w it h o u t  encou rag i n g ,  m a k i n g  an 
app l ication and/or going to the federal Government to 
ask them for what their cooperative posit ion m ight be 
in making an appl icat ion in whatever formal vein , to 
talking to whomever you have, d oes represent a major 
error of omission. 

M r. M in ister, i f  you are g oing to  be making m istakes, 
I w o u l d  h o p e  t h at you wou l d  m a k e  m istakes o f  
commission. To make a mistake b y  being too aggressive 
with the federal Government, of having to face the 
general publ ic and say the federal Government wil l  not 
assist us in  subsidizing these rates and we wi l l  not put 
this burden on the taxpayers of Manitoba, that is entirely 
d ifferent than saying the company that wants to bui ld 
here,  that is going to create al l  those jobs and al l  that 
extra tax money for Manitoba, demands someth ing that 
is unreasonable so we are not going to do anyth ing. 
The argument and the word "bungl ing" has been used, 
and it may be bungl ing by omission.  That is indeed 
tragic because we have closed the door without doing 
everyth ing  that is possible as opposed to doing what 
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is possib le and making a conscious decision. I agree 
with my col league from Fl in Flon ( M r. Storie) that is 
unfortunate. M r. Chairperson, if  the M i nister would l ike 
to respond that is fine. I f  he d oes not, I th ink th is  is 

Mr. Neufeld: M r. Chairman, M r. Angus is obviously 
l i stening too closely to what M r. Storie is saying and, 
even worse, bel ieving what M r. Stor ie is saying.  I would 
l ike to advise him that we are doing what we bel ieve 
is necessary to encourage the federal Government to 
participate. At th is point in t ime we h ave not got 
anything to announce and we are not going to announce 
p u bl ic ly anyth ing that might be detrimental to any 
.negotiations which are or  maybe going on.  

Mr. Angus:  M r. Chairperson, the sands of t ime i n  th is  
p roject appear to be runn ing out .  I hope that the M inister 
has all of his dominoes in line and all of his facts l ined 
u p  and d one as much hard-ball  negotiat ing as he 
possib ly  can with anybody that has an opportunity to 
contribute to make th is happen, so that he is i n  a 
posit ion to make a conscious decision as opposed to 
being forced to lose by default, if you l i ke. 

M r. Chairperson, can I move to another area? 

Mr. Neufeld: Well -

Mr. Angus: I f  you want the l ast word, okay, I wi l l  g ive 
you the last word. 

Mr. Neufeld: I m ust respond that we are quite conscious 
of what we are doing and we are I bel ieve fol lowing 
the steps that we should be fol lowing .  I f  we do not get 
the project, and I have said before that opt imism is 
n ot very h igh  at th is point i n  t ime because we s imply 
cannot match the demands that the company has 
p laced upon us. That has not h i ng to d o  with inab i l ity 
to negotiate. I f  somebody wishes to g ive someth ing  
away, that  is  easy. Anybody can sell something i f  you 
sell it below cost, but the good negotiator wi l l  try to 
sel l  someth ing at what i t  costs h i m .  

Mr. Chairman: W i t h  that reveal ing  remark, is  the 
committee ready for the quest ion? M r. Storie. 

Mr. Storie:  M r. C h a i r m a n ,  just t h i s  one quest i on 
fol lowing u p  the Member for St. Norbert ( M r. Angus). 
If, as the M i nister is suggest ing, that this project, the 
way he perceives it, would not be of s ignificant benefit 
to  Manitoba even though that negotiations have not 
been formalized, that certainly the company comes in 
their demands to the rather I th ink  pejorative term; 
t hey set out their best case scenario for becom ing 
invo lved in  M anitoba's economy. That is their  job. The 
M i nister does not seem to have done any negotiat ions 
to see where there is softness, where they can make 
movement to accommodate some of Manitoba's needs. 
So there have been no negotiations. There have been 
phone calls and so forth, but t here has been no serious 
negotiation because the M i n ister admitted today in 
pub l ic  that he has no  position. He d oes not real ly k n ow 
what might be avai lable from the Western Diversification 
Fund or anywhere e lse in  the system. He is  no posit ion 
to negotiate, so no negotiat ions have real ly gone on. 
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Then he says, wel l, we cannot afford to do t his. I 
beg to d iffer. There may be some benefits and I do 
not th ink  the Government has taken any t ime to 
consider them. Is he tel l ing us that the Province of  
Quebec who d id  subsid ize the development of  their 
aluminum plant and in  Kit imat, the G overnment of 
Quebec and the federa l  G o ve r n m e n t  who h ave 
supported in  both cases the development of a luminum 
smelters, that  those projects have not benefitted their 
provinces? Does the M i n ister know someth ing these 
o t h e r  G over n m ents do n o t ?  T h at u n d e r  n o  
circumstances would the development o f  a n  a luminum 
smelter i n  Manitoba be good for M anitoba? Could not 
the M i nister conceive of  a set  of negotiations in  which 
t here were two winners, the company and the Province 
of Manitoba? These other provinces cannot be that 
fool ish.  They have, yes, subsid ized hydro rates for a 
g iven term. Why can we not consider someth ing l ike 
that for Manitoba if  we can get  support from some 
other level of Government or through some other 
auspices? I do not think the M i nister has thought th is 
through at a l l .  

Mr. Neufeld: M r. Chairman, I beg to d iffer. We have 
thought it through many, many t imes. We have taken 
many d ifferent scenarios but we always come u p  with 
the same conclusion. We cannot offer i t  at that price. 
We have calculated the economic benefits expected to 
be derived by Man itoba from an aluminum smelter. We 
have calculated the costs of the rates that the company 
has demanded and, yes, they have demanded, they 
h ave said, "Unless you g ive us these rates, we have 
nothing to d iscuss. " If that is not a demand, what is 
i t?  

The cost to Manitobans wi l l  far  exceed the cost of 
the spinoff benefits. We cannot afford that.  

Mr. Angus: M r. Chairperson, as Canadians, i t  is  a 
decision the Government has to make based on the 
information they have. The real q uest ion at t h is table 
was h ow much money d id  you need to help meet the 
corporate demands by the cl ient and what did you do 
to get that money or to make that assistance? 

I fear, M r. Min ister, you h ave made a judgment with 
at least information that is not privy to the committee. 
Could you tell us  if  there are any other d iscussions 
with any other a luminum smelters? I n  the past there 
had been some discussions with Alcan Aluminum Ltd. 
H as there been any ongoing d iscussions with anybody 
else in  that business? 

Mr. Neufeld: The Alcan d iscussions, as I recall,  broke 
down when the former Government took office, possibly 
because of bungl ing on their part. I d o  not k n ow now, 
but at th is point in t ime there are no other d i scussions 
and we d o  know what the costs wi l l  be and I am not 
sure that is something that should be publ ic i nformation. 

I th ink  you can be assured that the Government is 
as anxious to br ing industry into th is p rovince as is 
any other ind ividual. But we have to make certain that 
th is is not at a cost that is greater to the Manitoba 
taxpayer than the benefits which wi l l  be derived from 
it. 
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M r. Angus: M r. Chairperson ,  are there any other 
d evelopments? I wi l l  q uote from the M anitoba Energy 
A u t hor i ty :  ". . . develop an operat ion  wit h i n  t h e  
province o f  i ndustry a n d  u ndertak ings ."  Are there any 
other u n d ertak i n g s  and/or i n d u st ry opt ions be i n g  
explored that t h e  committee woul d  be i nterested i n  
k nowing about a t  th is t ime? 

M r. Neufeld: I am not certain there are any others 
except those that are mentioned i n  the report , but I 
wi l l  ask M r. Ransom,  the chairman, to answer that 
q uestion . 

Mr. Ransom: We have contacts with various companies 
about the possibi l ities for future investment in M anitoba 
but I do not th ink ,  M r. Chairman, that any of them have 
progressed to the point where it warrants making an 
announcement. There is noth ing that is  today in the  
same circumstance that we were i n  w i th  respect t o  Dow 
Coming when M r. Angus asked that question before. 

Mr. Angus: Before I turn i t  over to my colleague, may 
I tread upon th is  th in  ice. I n  retrospect, g iven the p i lot 
p roject concerning Dow Comin g  and g iven the deadl ine 
that is  projected for  J u ne,  I d o  not want  to f ind us 
e i ther i n  the House or i n  a subsequent committee 
m eeting in June find ing that we have not made any 
applications for funding for the federal Government's 
share to the p i lot project. Now I recogn ize that we are 
sti l l  i n  the very f irst stages of prel im inary d iscussions 
and test ing,  but can you g ive the committee some 
degree of satisfaction that we are not going to lose 
th is  one by defaul t?  

Mr. Ransom: M r. Chairman, the Western D iversification 
Fun d  managers have been ful ly i nvo lved i n  th is  p roject 
from very close to the beg i n n in g  and they have been 
m ost cooperative to this point. There has been no 
indication at this po int  of  any unwi l l ingness on the i r  
part to cont inue to part ic ipate i n  th is  project although 
their  approach is somewhat d i fferent i n  that they prefer 
to  see all of the results of stage one laid out before 
they make a formal commitment for stage two. 

* ( 1 110) 

Mr. Angus: I can appreciate that,  M r. Chairperso n .  I 
bel ieve that what he has suggested is that they h ave 
got the appl ications pend ing  that they have been do ing 
the penalty work wi th  the decision-makers i n  relat ion 
to the tests be ing positive that are be ing done i n  Austria 
now. Is that r ight? 

I g uess, M r. Chairperson,  I am a l i tt le gun shy now 
because I d o  not want to f ind us  having to have m issed 
all of the money that is avai lable in  the fund or any 
other th ing simply by not having asked the quest ion ,  
so I wi l l  take the chairperson 's  word that they have 
done what they have to do in order to qual i fy for these 
th ings i f  indeed i t  is pen d ing .  

My colleague from Niakwa ( M r. Hero ld Driedger) had 
some questions he wanted to ask , M r. Chairperson .  

Mr. Chairman: I th ink M r. Storie was first, I am sorry. 

Mr. Storie: Just following u p  on the Dow Coming 
proposal, the $260,000 that the province has provided 
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f o r  t h e  stage o n e  i nvest i g a t i o n ,  i s  t h at m o n ey 
recoverable under any circumstances? 

Mr. Ransom: The $260,000 expenditure i n  stage one 
is at r isk  i f  the project d oes not proceed,  if i t  shou ld  
fa i l  at that po int .  

Mr. Storie: I u nderstand the M i n ister sa id  that  the 
same kind of concept is being considered for stage 
two negotiat ions and I understand,  i f  I u nderstood M r. 
Dav ison  c o r rect ly, t h e  sec o n d  stage s u b s i d i ar y  
agreement has not been flushed o u t  yet. 

The question is,  if we are talk ing about i nvest ing  
between $10 and $15 mi l l ion between partners, has 
the Government, has the M i n ister considered an equity 
posit ion? Is that our  approach or  would th is be some 
sort of forgivable, n on-forgivable,  loan? What sort of 
approach might  we be tak ing i n  the second stage 
d iscussion? 

Mr. Ransom: I n  stage two,  I th ink  the Honourable 
Member wi l l  have seen from the agreement that there 
is the opportunity for the province to recover its 
i nvestment that i t  would make i n  stage two if the project 
is successfu l and carried out in Manitoba and the 
Government opted not to have further i nvolvement in 
i t  or i f  the project was successful  and was carr ied out 
somewhere e lse .  S o  the taxpayers'  i nvest m e n t  is 
protected provid i n g  that the project is  satisfactory and 
is able to  move ahead . 

Yes,  the M i nister points out that if it goes elsewhere, 
we collect i nterest on the money. The actual i nvolvement 
of the Government in stage three is st i l l  an open 
q uest ion ,  but the M i n ister may wish to speak to that 
point .  

Mr. S torie: This is just so I u nderstand th is  perfectly. 
M r. Ransom d id  not i n dicate what share we might  have 
to put forward in stage two. Is it  go ing to fol low the 
model of stage one so it would be 50, 25, 25, or whatever 
i t  was? That would be the kind of model that woul d  
follow automatical ly. Our investment o u t  o f  t h e  $ 1 0  or  
$15  mi l l ion wou ld  be what percentage, 33 percent o r  
25 percent? 

Mr. Ransom: l t  would be 25 percent,  but we also have 
the possib i l ity of contr ibut ions in k ind ,  that there may 
be some cooperat ion  that can be worked out between 
Dow Corn ing  and Manitoba Hydro. 

Mr. Storie: Not subsid ize hydro, I hope. 

Mr. Ransom: No, as a m atter of fact , M r. Chairman , 
the negotiat ions with respect to power rates are based 
o n  publ ished rates. There is some opportun ity where 
we might not be making strictly cash contribut ions. 

M r. Stor ie :  T h e  c h a i r m a n  of  M an i t o b a  E nergy  
Authori t ies has  talked about pub l ished rates for  Dow 
Coming and it  reminds me of a conversat ion I had with 
the president of A lumax who said there is no alum inum 
smelter bu i l t  i n  the world paying publ ished rates, just 
a p iece of i nformat ion.  

Following that, the chairman of M EA d i d  not i n d icate 
whether the province had made any pol icy decision 
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about the poss ib i l ity of taking  an equity posit ion in the 
stage three part of th is  project. H as that decis ion been 
made? 

M r. Neufeld: The province has not made a decision 
as to whether or not they wish to have an equity position.  
That wi l l  depend on negotiat ions as they p roceed and 
we are not  hung u p  p hilosophical ly o n  being i nvolved 
in  equity. We are more interested in having the province 
d evel o ped and we want to have jobs created and not 
n ecessari ly h ave equity. I f  we can use the same money 
over again to help somebody else set up shop i n  
Manitoba, w e  a r e  better off than to keep our  money 
i n  one spot. H aving said that-

M r. Herold Driedger: My q uest ions at th is  moment 
are essential ly general on the topic of the mandate of 
the Manitoba Energy Authority. We had heard that the 
p urpose essentially is to export energy or  to attract 
energy in terms of industries which will use our electricity 
power. 

Now the q uest ion that I actual ly h ave and it deals 
with the q uestions that have just p reviously been asked 
here is  h ow d oes the Manitoba Energy Authority go 
about identifyin g  an industry that i t  wishes to attract? 

M r. Ransom: Wel l ,  there are certain opportun i t ies that 
are avai lable here based on the raw materials that are 
available and of course b ased on electr ic ity. l t  is 
reasonably well -known what companies are i nvolved 
in processing those metals and i n  those manufactur ing  
processes, and so the staff of the Energy Authority 
make contact with those companies and they make 

·
contact ,  especial ly with the Japanese contacts t here. 
They are with banks, with other financial i nst itut ions, 
with trad ing  companies, who i n  turn have c l ients who 
might  be i nterested i n  investi n g  i n  these types of 
i ndustr ies and so are able to make contact through 
those in termediaries as well .  

Mr. Herold Driedger: So y o u  j ust take a look at - 1  
m ean the assessment o f  some o f  the opportun it ies that 
you feel you identify i n dustries that may be in terested . 
I not iced that one of the comments with respect to the 
a n n u al report ,  you  say in  c o l l a b o ra t i o n  wi th  t h e  
Department o f  Energy and M i nes. To what extent d oes 
this col laboration with other departments occur so that 
you can actually perhaps develop a complete market ing 
c oncept with which you then decide to attract industries 
that may not necessari ly be looking to M an itoba? 

M r. Ransom: l t  is  accompl ished,  I suppose, start ing  
at the level of the  board of the Energy Authority, and  
I am speaking  here  from my own perspective, and I 
k n ow from the M i nisterial level that there would  a lso 
be i nterdepartmental d iscussions. 

On the Board of the Manitoba Energy Authority itself ,  
we have the Deputy M i nister of Industry, Trade and 
Tou r i s m ,  we h ave the C h i ef Execut i ve Off icer  of  
Manitoba Hydro and  we h ave the Deputy M in ister of  
E nergy  a n d  M in e s .  S o  we a c h i eve the  p o l i c y  
coordination a t  that level and there is  an excel lent 
working relationshi p  between the staff of the Energy 
Authority and Industry, Trade and Technology. So we 
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are look ing ,  in the Japanese situation for i nstance, 
where the Energy Authority has been further advanced 
in terms of contacts there. We are t ryin g  to serve a 
r o l e  of c o o r d i n at i o n  w i t h  o t h e r  d ep a r t m e n t s  of  
G overnment as wel l ,  even though i t  may not strictly 
fall with in the mandate, but the G overnment recognizes 
that you want to achieve coord inat ion in those kinds 
of th ings and not have separate thrusts tak ing p lace 
with in  the same jur isdict ion.  

.. ( 1 1 20) 

M r. Herold Dr iedger :  O nce you h av e  i d e n t i f ied  
i n dustries and  you  start p u rsuing these, how far  along 
advanced in  the d iscussions or in the negotiat ions with 
the potential indust ry m ust you be before you start 
i nvo lv i n g  t h e  B o a r d  of M an i t o b a  H y d r o  i n  t h e  
d iscussions, because if  y o u  are attracting  energy
in tensive industries, obviously you must be able to 
speak with some degree of energy q u antity that can 
be suppl ied i n  such an instance at either a g u aranteed 
amount or g uaranteed prices. 

Mr. Ransom: As I pointed out, M r. Chairman , the ch ief 
executive officer of M anitoba Hydro sits on the Board 
of the M anitoba Energy Authority and so is  aware of 
all the ongoing negotiat ions.  I am chairman of both 
Manitoba Hydro and the M anitoba Energy Authority 
and also serve a coordinat ing role. There is  ongoing 
d iscussion on a regular basis between the 

·
Energy 

Authority and the people who are look ing at the long
term plans with in M anitoba Hydro. 

Mr. Herold Driedger: Correct me i f  I am wrong now. 
The M anitoba Energy Authority essent ia l ly  h as a policy 
mandate in order to attract industry or to export power. 
The Manitoba Hydro is i n  the business of actually 
g rowin g  as a corporate ent ity. Which of the actual 
interests are being, shal l  we say, del ivered o r  being 
in terested or  exported at any one particular point in 
t ime? Is the Manitoba Energy Authority working  on 
behalf of the M anitoba G overnment,  o r  is  the Manitoba 
Energy Authority actual ly doing its work o n  behalf of 
Man itoba Hydro? 

(The Acting  Chairman, H arry Enns,  in the Chair. )  

M r. Ransom: l t  is  n o t  work ing on behalf of Manitoba 
Hydro,  I th ink ,  i n  the sense that the Honourable Member 
asks the q uest ion.  Agai n ,  i f  one g oes back to the 
establ ishment of the Energy Authority, I th ink i t  was 
the view of the G overnment at the t ime that i t  was 
perhaps i nappropriate that M an itoba Hydro, which was 
the supplier of the power, should also be in  the posit ion 
of, in essence, determin ing  what the demand for power 
would be on the basis of whether they m arketed it 
a g g ress ive ly  or w h e t h e r  t h ey d i d  n ot m arket  i t  
aggressively. So t h e  responsib i l ity for marketing of 
electrical energy was split off from Manitoba Hydro, 
and so Hydro's respons ib i l ity i s  to m eet the demand 
for electricity within Man itoba. The Energy Authority is 
an agency that is involved , i n  effect, creat ing  demand 
by trying to attract energy-intensive industry here and 
also at negotiat ing ,  along with staff of M anitoba Hydro, 
export sales that complement the long-term planning 
of Hydro as it  is now projected . 
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Mr. Angus: The pages are conveniently not 
numbered-energy-intensive industrial development. 
You have indicated down here, "Industrial cooperation 
agreements with several firms have been entered into." 
I am unfamiliar with what the magnitude of that term 
is, the cooperation agreements. Are they Letters of 
Intent or are they deeper and is it possible for the 
committee to get an indication, a list of them? I am 
not sure how it works. 

Mr. Ransom: We can provide a list of the companies 
with whom we have these formal arrangements. They 
simply are agreements on the part of the company to 
cooperate with us in promoting the interest of Manitoba 
and distributing information that is made available. We, 
on the other hand, are providing the information. There 
are things, I suppose in some circumstances, that would 
be conducted without written agreements being in 
place, but in some cases that is the preferred way of 
doing business that these agreements be in place. But 
the agreements themselves are not going to lead directly 
to development-only indirectly to development. 

Mr. Angus: My sensitivity bells go off when I see the 
chair entering negotiations for the value of a potential 
liquid hydrogen plant in Manitoba. It is just a line in a 
report but things sometimes happen when Governments 
get involved and the people say, how did that come 
about or how did that happen? 

I was wondering, Mr. Chairman, through you to either 
the chairman of the board or to the Minister if it would 
be possible to get a listing of the companies and a 
brief discussion, identification of the projects that they 
are undertaking. Perhaps if there is any financial 
contribution in them that within the bounds of 
confidentiality, and I appreciate that, just so that the 
committee, and me specifically as a critic, have a better 
handle on what it is the Government is intending to 
do and what direction they are taking. Is that a 
reasonable request, Mr. Chairperson, through you to-

Mr. Ransom: This particular one has been discussed 
before the committee for many years, the issue of liquid 
hydrogen has been raised. Staff have advised me that 
discussions on that subject are certainly on the back 
burner at the moment, that there is nothing that is 
really intensively being investigated, but we can certainly 
provide a summary of those contacts that have been 
made public or for which there is no reason why they 
should not be made public . I accept Mr. Angus' 
statement that there are some things that while they 
are in the course of negotiation that it would be 
detrimental to negotiations if the company 's name 
became known and their discussions became known, 
but to the extent that we can, we would be pleased 
to provide that. 

(Mr. Chairman in the Chair.) 

Mr. Neufeld: I would just like to add that the 
Government has no intention of keeping secret anything 
that might be, as the Member probably suggests, 
environmentally unsound. Those things will all come 
forward before the Department of the Environment, 
and to presumably public hearings, before they came 
into fruition. 
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Mr. Angus: If I just may suggest, we had similar 
problems when I was on the executive board of the 
Manitoba Development Corporation, whereby there 
would be companies that would be conside r ing 
relocating in Manitoba, and we just generally did not 
want that information to be made public. However, the 
board felt , and I as a Member feel that it is perhaps 
the responsibility of the Government to say, here are 
the projects that we are discussing and if you have to 
identify them in a confidential fashion you can, vis-a
vis a number or something of that nature. Then I think 
it is incumbent upon the Government to update the 
committee on a regular basis, that we are discussing 
these-this one has dropped off for this reason-they 
have decided not to pursue it. This one is added to 
the list. It is a very simple request, Mr. Chairperson. It 
would allow the committee to be informed as to the 
types of things you are involved in, especially if we are 
going to be working in a cooperative vein to try and 
work in the best interests of the people of Manitoba. 

It seems that the hunt-and-peck method of going 
through these reports and cross-examining the 
administration to find out what is happening with the 
hopes of unearthing some major potential tragedy is 
less productive than a more cooperative method of 
things we are involved in and forewarned of being put 
in a position of being the last intelligent manager-type 
clashes to ensure that we are covering all the bases 
to the best of our ability. So I would be very appreciative 
if the Minister would undertake and/or the chairman 
of the board would undertake to provide that to at 
least me. 

Mr. Neufeld: I see no difficulty, Mr. Chairman, in 
providing lists of people we are dealing with provided 
that it does not invade the privacy of the negotiations. 
That is a judgment that we will have to make. 

Mr. Angus: There are a couple of other lines in the 
report that I would like to explore: sales, potential 
sales or purchase of electrical energy exported from 
or imported to the province. Does the Minister or the 
chairman of the Hydro corporation want to update the 
committee on activities in this area? 

Mr. Ransom: I think the item that would be of most 
interest to the committee would be the negotiations 
that are going on with Ontario now for the possible 
sale of up to 1,000 megawatts of power. The negotiators 
are actually in Toronto meeting today on that question. 
Other than that, I think it is fair to say that there has 
been quite a lot of interest expressed by American 
utilities, but nothing very concrete at the moment in 
terms of any change from where we were when the 
committee last met. 

Mr. Angus: I have become a little concerned even 
broaching the subject with this group of people and 
that concerns free trade and the negotiations with 
Ontario and how, if we enter into agreements with 
Ontario, will that force us to sell our product at the 
same price into the United States? Have we taken that 
into consideration in our negotiations? 

Mr. Ransom: It is our firm belief t hat we will be able 
to negotiate the prices on a basis of what the market 
will bear. 
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Mr. Neufeld: I should also add that there is nothing 
that forces us to sell to the United States. That has 
been gone through before. 

* (1130) 

Mr. Angus: I appreciate that and I appreciate the 
positions, but let me just be sure that I am clear. Mr. 
Ransom has suggested, the chairman of the Hydro 
corporation has suggested that he believes, it is his 
firm belief that the province can negotiate individual 
and separate contracts with adjoining provinces and 
purchasers in the United States, that they can have 
different rates. 

I want to make sure I am clear on that because that 
is the thing that I believe, Mr. Chairperson, is going to 
have to go to an arbitration type of committee. When 
the Americans turn around and say "foul," you are 
selling it to your neighbouring province at a lesser rate 
than we are. I think that would have go to a good, 
dispute settlement type of negotiation committee, but 
at the current time the Hydro corporation is proceeding 
on the basis that they can sell it to Ontario at whatever 
rates they want, and they can sell it separately to the 
United States at whatever rates they want. 

Mr. Neufeld: Mr. Chairman, Mr. Angus is assuming 
that we are negotiating a price to Ontario that is less 
than the price that has been fixed for the United States. 
That is not necessarily so and it never was. Yes, he is 
right , we do believe that we can sell at whatever price 
we can negotiate a contract for, a fixed contract. A 
firm contract is a firm contract. 

Mr. Angus: I do not want the Minister to put words 
in my mouth, Mr. Chairperson. I think if they would 
take a businesslike approach and attempt to negotiate 
the best possible price for Manitobans, and it may not 
be less than what they have already previously 
negotiated with companies or energy purchasers 
elsewhere. 

My only concern is that I want to be sure the people 
who are signing the agreement here and now have 
explored all of the options because I do not want them 
to come back a year from now or two years from now 
and say "foul," we have to now roll back our prices 
and/or make large contributions of either energy or 
dollars and cents to American consumers who have 
cried "foul." You have given me your assurance that 
you have explored all of those options and you believe 
that you are acting in the right manner. If it needs to 
be interpreted by an arbitrator, it will. But you have at 
least, as a board and as a Minister, explored that very, 
very potentially serious and damaging aspect. 

Mr. Neufeld: Mr. Chairman, it is our opinion that all 
the bases have been covered and that we are in a 
position to negotiate in a manner that we are 
negotiating. 

Mr. Angus: I would like, if there are no further questions 
on the sale to Ontario or sale of power, to move to 
Limestone. I will pass to-

Mr. Chairman: Mr. Storie is in between there 

Mr. Storie: I would like to follow up on the discussion 
of hydro sales. Mr. Ransom, in answering a question, 
indicated that there were continuing discussions with 
some U.S. interests and I am wondering whether, other 
than the Upper Mississippi Power Group, there are other 
discussions going on with other groups. 

Mr. Ransom: "Discussions" probably describes it best, 
Mr. Chairman, that there seems to be an uneasiness 
on the part of many of the American utilities because 
of the high demand that they experienced last summer, 
finding themselves quite advanced on their load growth 
projections and, as the Honourable Member will be 
aware, there really are no new generating facilities under 
construction in the area that we will be marketing into. 
So I think many of these utilities are feeling out what 
their possibilities might be. 

We are looking at a smaller interconnection from our 
system into Minnesota that was proposed from the 
U.S. side subsequent to the Upper Mississippi Power 
Group deciding not to proceed with the larger purchase 
that they were talking about earlier. That is being 
seriously looked at, at this point in time. 

Mr. Storie: Am I to infer from that that what we are 
talking about is a sale then or what could potent ially 
be a sale to an individual utility rather than the group? 

Mr. Ransom: Mr. Chairman, I should ask Mr, Derry 
just to review those discussions and the Members will 
have the most direct information available on that. 

Mr. Art Derry (Vice-President, Business Development, 
Manitoba Hydro): On the smaller 230 kv line sale that 
we are talking about right now with two utilities, NSP 
and United Power Associates, there could be a third 
or fourth involved in that discussion as well, primarily 
because the line goes into some of the areas that other 
utilities serve. The discussions are for a 230 kv line 
from somewhere around Winnipeg to Winger (phonetic). 
We are discussing on that line, not really a sale. I said 
a sale earlier, but it is a diversity exchange of up to 
about 300 megawatts with the possibility of some 
summer sales as well. 

Mr. Storie: I would wonder, are there any continuing 
discussions with Upper Mississippi. Do we categorize 
those as discussions rather than negotiations as well? 
Is that completely concluded as far as we are concerned 
as to the original intent of the discussions? 

Mr. Derry: I would expect that this group will have a 
different name. It will not be, because it does not include 
all the people who were in the Upper Mississippi Power 
Group. 

Mr. Storie: The other discussions that were going on 
referenced Ontario. The preliminary discussions that 
were held more than a year ago were confined to a 
sale of firm power between 400 and 1,000 megawatts. 
If a sale were negotiated with Ontario in that range at 
all, I am assuming that that would require major start
up activity for Conawapa. Is that a fair assumption? 

somewhere. Mr. Ransom: Yes, that would be a fair assumption. 
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Mr. Storie: Is the province considering other options? 
Has the province considered other optio ns and 
dismissed them in the event of a sale of 400 megawatts? 
Does t hat mean with cer tainty that options like 
revamping the thermal generating stations or 
Wuskwatim would be really uneconomic? 

* (1140) 

Mr. Neufeld: Mr. Chairman, no options have been 
excluded at this point in time. They are still all open 
and we will have to wait and see what happens as time 
progresses. If the sale should materialize, or if a major 
sale should materialize, we will have to look at the 
options in terms of the requirements at that time. We 
have not set on any particular option at this time. 

Mr. Storie: I am just trying to get a hold of the time 
line for these decisions, because I thought at our 
previous meeting actually we had discussed the 
necessity of making a decision to proceed with another 
generating station by next year, 1990-91 . Does that 
still hold or is Manitoba Hydro doing some things to 
try and delay making that decision? 

Mr. Ransom: We are presently coming up on a period 
of eight to twelve months when the utility is going to 
face some fairly significant decisions. As it is projected 
now, the next source of generation would be required 
for 1999 for Manitoba's own requirements. As the 
committee is fully aware, there are these various export 
possibilities that are there. There are the possibilities 
of energy-intensive users coming here. We are 
examining the question of the possible extension of 
the life of thermo plants. We are looking at the possibility 
of diversity exchanges, actually in the negotiation for 
further diversity exchanges. So we are coming into a 
period of time here where there are going to have to 
be some decisions made that will then exclude other 
possibilities, because we cannot cover all of those 
possibilities within the time frame that would be 
required . 

Mr. Storie: I appreciate those remarks because I think 
that was the point that I was trying to make at the last 
meeting of this committee. It seems to me that some 
of the options, including the option to delay a decision 
to start a major new generating project, will inevitably 
mean that we wili not be eligible for, we will not be 
able to accommodate, the introduction of major energy
intensive users into the province. It will put us in a very 
difficult position unless we stage those decisions in the 
right way. That is what causes me some concern about 
the overly conservative approach of the Minister in 
terms of negotiations of sales, in terms of pursuing 
sales aggressively, simply because we are going to really 
be boxing ourselves in if we do not make the appropriate 
decisions. 

I guess that leads me to two questions. No. 1, how 
would the Minister or Mr. Ransom characterize the 
discussions with Ontario? Can he give us some 
background about Ontario 's circumstances that would 
help us determine whether there will likely be a 
successful sale? 

Mr. Ransom: Mr. Chairman, our reading of the situation 
is that Ontario has also experienced a rather rapid load 
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growth. They have some problems with respect to 
nuclear generation and with respect to acid rain from 
their thermal generators. They are relying rather heavily 
on their projections on conservation measures and on 
non-utility generators. Generally it would seem that they 
are rather concerned about their future supply of 
electrical energy and that the negotiations that have 
been initiated with Manitoba are certainly serious 
negotiations. We are pursuing them in a way that would 
see that Manitoba ratepayers would benefit from those 
sales under all circumstances and that they would not 
in fact be having to pay higher rates as a consequence 
of the sale. 

It is impossible to say at this point just how quickly 
they will develop, but Ontario is aware of our time rise, 
that we are looking at making some decisions within 
the next few months. I think they, because of the select 
committee that is reporting to their Legislature and the 
extensive discussions concerning electrical energy in 
Ontario, also are looking at a similar time rise. So I 
would expect that we would know within a few months 
whether or not we could have an agreement for that 
sale. 

Mr. Storie: That is encouraging to say the least. I am 
glad to hear that both-and that sounds fr ightful 
Ontario and the Midwestern States are in an energy 
squeeze, because I think it puts Manitoba in a much 
better position and it puts Manitoba Hydro in a better 
position . I was wondering whether the Chairman could 
indicate whether there is any likelihood of perhaps short
term firm sales in the early 1990s, around the time 
when they would be experiencing some surpluses from 
the Limestone project. Is that a possibil ity? Is that one 
of the issues under discussion? 

Mr. Derry: Yes, we do have some negotiations going 
on right now for the early 90's. One is with Ontario 
Hydro and that would start in about 1991. It would be 
for energy, and this energy would be to displace their 
coal-fired units for acid gas problems at the dam. Also 
talking with NSP who in the last two years have had 
a peak of 3 percent or 4 percent above what they 
invested in for the period '89 to '92, and this would 
be a summer peaking sale. The other one is with Otter 
Tail Power. 

Mr. Storie: NSP was '89 to '92? 

Mr. Derry: '89 to '92, yes, and that would be for up 
to 300 megawatts in the summertime. With Otter Tail 
Power, another summer peaking power negotiation is 
going on for 50 megawatts, and it wou ld start from 
1990 to 1996. You can see how the time frame-

Mr. Storie: From 1996? 

Mr. Derry: Yes. The time frame for all these are in their 
early '90s where these people feel they may have the 
capacity shortage. They cannot get anything. 

Mr. Chairman: Mr. Ransom wants to see if we can 
release a committee member for -

Mr. Ransom: Mr. Chairman, I jur t wonder if I could 
ask the indulgence of the committee to release Mr. 
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Curt is  to attend  a l uncheon that he previously had 
arranged? 

Mr. Chairman: The committee is i n  agreement. 

Mr. Storie: M r. Chairman, I appreciate that and I hope 
th is approach works. l t  is  certain ly someth ing that 
obviously we foresaw in the previous M anitoba Hydro 
Board and the M EA Board foresaw the poss ib i l ity of 
sel l i ng  some of that power. l hope th is  puts to rest for 
the M i n ister  respo n s i b l e  for  M an i t o b a  H y d r o  any 
suggestion that the Limestone project was not a good 
project for M anitoba. This wi l l  not only make it p rofitable 
but  more profitable for M anitoba.  I hope it  puts to rest 
the crit icisms, rather senseless cr iticism we have heard 
from some of the Free P ress editorial ists and so forth .  
The fact is  that the t im ing  was r ight and the cost was 
r ight for Manitoba.  I am p leased to see that these k inds 
of p ieces are being put together to make sure that we 
get  fu l l  benefit f rom the production that is  going to 
come out of the L imestone Generat ing Stat ion .  

An Honourable Member: Do you want  to cross the 
floor? 

Mr. Storie: No, i t  is  n ice to see they are fol lowing 
through with good policy and p ractical decisions. 

The only other q uest ion I had o n  the negotiat ions of 
p ower sales was one with respect to Saskatchewan.  
I am whether there are any d iscussions go ing 
on w i t h  S askatchewan f o r  e i ther  l o ng- term or
i n terrupt ib le power. 

* ( 1 1 50)

M r. Derry: Yes ,  we h ave h ad a m e et i n g  w i t h  
Saskatchewan.  I cannot remember t h e  exact d ate, 
about a month ago. We are talk ing-the two of us 
looking at what we might d o  i n  the way of purchases 
and sales between the two ut i l i t ies, but noth ing f irm 
at th is  point .  

Mr. Enns: Mr. Chairman, the subject that has i nterested 
the committee in the l ast l i tt le whi le prompts me to 
make this o bservation.  I make i t  seriously, a lthough 
with the g reatest of respect to al l  those i nvolved i n  the 
Energy Authority. I s imply want to ask the reason why 
d o  we have the M anitoba Energy Authority? Should 
we continue h avin g  the M anitoba Energy Authority and 
is t here indeed a need for il? I sense i n  the legis lators 
some confusion as to where, particularly responsib i l i t ies 
with respect to energies, l ie .  Anybody walk ing into th is 
committee could wel l  assume that he is attend ing  a 
Hydro Board hearing .  S imi lar  q uestions are asked 
u n derst a n d a bly. Now t here is n ot h i n g  wrong  wi th
Members of the Opposit ion i n  having two k icks at the
k itty, and I d o  not say that for that reason, but I go
r ight  back to  the fact that the chairman of the Energy
Authority early o n  this morn ing al luded to the or ig inal
and basic reasons for the formation and establ ishment
of the M anitoba Energy Authority. That was of course 
the energy crisis of the early Seventies.

The chairman also correctly pointed out that the 
Authority's main funct ion ,  and it  is by far the most 
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i mportant committee, has subsequently had noth ing  to 
do. I am ta lk ing about the Al locat ion Committee. l t  was 
I th ink  prudent and perceived necessary in those days, 
n ot j ust by M anitoba, I might  say, bu! indeed by our 
nat ional  Government who undertook s im i lar legislat ive 
measures. Other western countries faced with the very 
real crisis of energy and the very real problem of 
perhaps havin g  to make some very d ifficu lt  decisions 
of al location as to who was going to get available energy 
and what sector of the economy was go ing to get it 
and which was not. That was part of the mandate for 
t h e  M an i t o b a  Energy A u t h o r i ty. T h e re were other  
reasons, but  the point  of the matter is  that we heard 
it  from the chairman this morning that th is main function 
of the M an itoba Energy Authority has never been called 
into p lay. Thank g oodness, I say. The energy crisis has 
evaporated and I would say that any reasonable reading 
of the future - although doing so on energy m atters is 
extremely d i ff icul t-would lead us to bel ieve that we 
are not facing those k ind  of situations that were the 
rat ionale or the reason for the format ion of this agency 
of G overnment.  

I go  on further to say that we h ave also i n  the 
meantime created a min istry of energy, who is  by t it le 
a n d  by  d ef i n i t i o n ,  I wou l d  ass u m e  in m ost 
c i rcum stances, charged with the kind of responsi b i l ity 
that  we f i n d  h oused u n d e r  The M a n i t o b a  Energy 
Authority Act. I do not !or  a moment overlook the 
i m portance of what t he Man itoba Energy Authority is 
doing and/or the separat ion that evolves, a lthough that 
causes me some d ifficulty because I am somewhat 
fami l iar with The M anitoba Hydro Act. The Manitoba 
Hydro Corporation is  very basical ly and fundamentally 
m a n d ated to do certain t h i ngs- provide electr ica l  
energy for  Manitobans u nder certa in  condit ions,  under 
m ost economic conditions and so forth. Manitoba Hydro 
is  a responsive organizat ion that appears and has 
tradit ional ly, q u ite frankly, probably been put u nder 
more scrutiny by the representatives of the people than 
i ndeed many other organizations, partly because of the 
very substantial  portion of the economy and requ ired 
d ollars that M anitoba Hydro involves itself with but also 
because of the n ature of the projects that t hey have 
engaged i n :  their  very scale, their scope, their  impact 
on the environment,  their i mpact on social q uestions.

So,  M r. Chairman, I real ly would  invite the chairman
of the Manitoba Energy Authority to see i f  he  could 
n ot talk h imself out of a job  th is morn ing .  I say this 
prudently. I k n ow that with h is  background as a former 
M i nister of F inance in a fiscal ly responsib le provincial  
adm i nistrat ion that he has some understand i ng of where 
I am gett ing  at. I do not put this forward as simply a 
cost-cutt ing  measure. I bel ieve that, as I h ave already 
stated , the M anitoba Energy Authority has undertaken 
i n  the past, would  continue to be u ndertaken, either 
i n the Department of Energy or  as my feel ing  very often 
is it is  currently being dupl icated within M anitoba Hydro, 
but mak ing i t  a l l  the more d ifficult for us  legislators, 
and part icu lar ly  O pposit ion leg is lators ,  from freely 
c o m i n g  t o  g r i p s  w i t h  who and w h e r e  t he f i n al 
responsib i l ity and authority for energy matters l ie  and 
I th ink  that is demonstrated by some of the q uest ions 
that h ave been asked even this morning of the Authority. 

N ow,  M r. Chairman , I s imply put it to the committee 
and to you, M r. M in ister, through the Chair, and to the 

wondering
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current chairman of the Manitoba Energy Authority. In 
my mind several things have happened that have 
considerably altered the original reasons why the 
authority was created. No. 1, we do not have an energy 
crisis in the Western World , in the world. No. 2, the 
purpose for which this Energy Authorit y was 
fundamentally created to allocate energy has, as I say, 
thankfully, never been called into play. 

The Reallocation Committee has not met. There has 
been no need for the heavy arm of Government through 
this agency and, as the chairman quite correctly pointed 
out, this Manitoba Energy Authority has probably the 
most massive powers of Government of any agency of 
Government. 

It could make, under its right conditions, very 
substantial, major decisions that were granted to it, all 
in the feeling of the necessity if indeed the nation faced, 
the province faced, an acute energy shortage. We have 
created a whole new ministry of energy. 

Mr. Chairman, it seems to me that prudent re
examination of those agencies that we create from time 
to time for all the best reasons ought not to stand there 
on their pedestal without being challenged from time 
to time, particularly if, at least in the judgment of some 
Members, I fail to see the significance of its very being. 
Thank you, Mr. Chairman. 

Mr. Chairman: Okay, we will have a couple of brief 
comments now, Mr. Angus. 

Mr. Angus: Mr. Chairperson, if the Honourable Member 
is indicating some form of a self-fulfilling prophecy, or 
is trial ballooning a suggestion, I think he is treading 
on very, very thin ice. As a matter of fact , I think that 
exactly the opposite should be happening with this 
committee, as opposed to disbanding the committee. 
I think that it should be, by legislation, meeting quarterly, 
at a minimum, during the course of a year, to review 
some of these very, very major implications. 

When I look at the mandate that is set out in the 
legislative mandate, the responsibility for formally 
carrying out energy policies, designed to assure a 
continuing and adequate supply, obviously that has got 
to be very, very important to the citizens of Manitoba, 
Mr. Chairperson. I grant the Member from Lakeside 
(Mr. Enns) to alleviate the threat of energy shortage 
that may occur is one of the mandates that has been 
indicated. That is not one that is necessarily immediately 
required today. 

To disband the committee with the feeling that you 
may be able to bring it in some time in the future, but 
the development and operation within the province of 
industry and undertakings that are energy dependent 
is a very, very strong mandate. When I look through 
at the Energy Allocation Committee as not active in 
the past year, I would suspect that the mandate and 
the charges that this committee -(Interjection)- well , 
there may be some counter - Mr. Chairperson, the 
Energy Allocation Committee has established an 
investigative review respecting the supply and demand 
for energy. If this committee does not pull th ese 
resources together at a single focal point, then we run 
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even a greater risk of not having the right hand knowing 
what the left hand is doing. There is even less 
information to the Legislatures, to the decision-makers, 
to the general public, as to a coordinated effort. 

That is just a preliminary feeling, but I find th is 
committee and the structure very, very informative and, 
as the Minister has indicated earlier, it is perhaps the 
most responsible in terms of the number of employees, 
the magnitude of the investment of dollars, and the 
importance to generations and the future of 
Manitobans, of any of the legislative committees that 
are appointed . This one is by far the most important 
and should be maintained. 

Mr. Enns: Just on a point of order, the Honourable 
Member keeps referring to the committee, I was not 
speaking about any questioning of the committee that 
he and I are both Members at this time. We are talking 
about the Manitoba Energy Authority. 

Mr. Angus: Which reports to the committee, or should 
report to or through the committee, Chairperson. 

Mr. Chairman: Mr. Storie had some comments? 

* (1200) 

Mr. Storie: Yes, Mr. Chairperson, the Member for 
Lakeside (Mr. Enns), as he is wont to do, has sparked 
I think a useful debate by his comments. I do not agree 
with his comments in any way, but I think it is an 
important debate. The Member for Lakeside and I may 
differ in one very important respect and that is that 
the current malaise that appears to have overtaken the 
MEA certainly, if we are to sort of represent their 
activities and the comments of the chairperson of MEA, 
or the Minister, reflects the attitude of the Government, 
not the potential for the MEA to do things for and on 
behalf of Manitoba. 

I think that M EA-and I was not part of the 
Government that established the MEA- the Manitoba 
Energy Authority is nicely separated from, and 
appropriately separated from, the responsibility of 
Manitoba Hydro. The unfortunate part is that the / 
Manitoba Energy Authority does not appear to me as 
being as aggressive in the last little while as it should 
have been, nor perhaps, and this criticism would fall 
on this Government and perhaps the previous, have 
they expanded themselves to take full advantage of 
their legitimate mandate. 

The fact is that the Manitoba Energy Authority has 
not been involved in the larger question of what energy 
policy. should be in place in Manitoba. They have not 
dealt with the question of natural gas, alternate energy 
forms. I do not think they have been involved in 
questions of how we might use municipal waste to 
create energy for the province. 

There are all kinds of questions out there that may 
and should be approached by someone in Government. 

Mr. Enns: That is why we have a Department of Energy. 

Mr. Storie: The Member for Lakeside says that is why 
we have a Department of Erc. rgy and that is quite true. 
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The question is where do those act ivities take place? 
In my opinion they are not taking place currently in the 
Department of Energy. 

The fact is that the Manitoba Energy Authority is now 
part of the line department. The Manitoba Energy 
Authority shows up in the Estimates of the Department 
of Energy and Mines, and that is as a requirement or 
request from t he Provincial Auditor. Th e Energy 
Authority has a legitimate function. It does coordinate 
the activities of Manitoba Hydro and the policies of 
Government and its independence I think is a good 
thing. 

It can be much more aggressive; it can act more 
quickly. Certainly the experience over the last five years 

·in terms of dealing with the Limestone Training , which 
fell under the responsibility of MEA, was handled 
extremely capably because of their ability to act, to 
act quickly, and because they were really the interpreter 
of Government policy in terms of, I guess, implementing 
Government policy. 

I think that they should be charged with greater 
responsibility and some new life breathed into the MEA 
rather than having it dismantled as the Member for 
Lakeside (Mr. Enns) would suggest. I believe, and I 
think our caucus believes that we should be more 
aggressive both in pursuing the potential sale of our 
hydro-electricity and developing our potential to 
produce electricity and into looking into other energy 
questions whether it is natural gas, distribution of 
natural gas, oil and gas, alternate energy forms. 

All of those things are going to weigh heavily on the 
province in the coming decades and we need somebody 
who is addressing those questions and I think the MEA 
is the appropriate one. 

Mr. Chairman: What is going to happen is we want 
to consider these reports that we have reviewed th is 
morning and I would entertain some brief comments 
from Mr. Driedger and Mr. Taylor if that would get us 
towards that end. It is now almost lunch time. If we 
do not consider those reports today, we are going to 
have to reschedule again for way later on in March 
because Thursdays and whatever is taking up the rest 
of March is with the Hazardous Waste deal. 

Mr. Storie: Mr. Chairperson, on a point of order. The 
committee under normal circumstances would sit until 
12:30. 

Mr. Chairman: Oh, I see, I am sorry, but I just wanted 
to point that out. 

Mr. Storie: I appreciate that there are many other 
activities that are going to be coming for this and other 
standing committees, but we certainly do not want to 
pass the reports until such time as every Member feels 
that they have asked the appropriate and the necessary 
questions. There are still questions here, so let us 
proceed with the questions. 

Mr. Herold Driedger: Weil, I was just basically going 
to follow up a little bit on some of the previous 
commentary with respect to the mandate of the 

Manitoba Energy Authority. It was indicated that we 
do now have the two aspects of policy making, almost 
one policy making one interpretive, one policy making 
being the Department of Energy, the policy interpretive 
being Manitoba Energy Authority and essentially the 
Manitoba Energy Authority, as the Member for Lakeside 
(Mr. Enns) pointed out, closely aligned to the role 
actually of Manitoba Hydro. 
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I am just wondering whether or not, as he asked, 
and I believe the question should be asked , whether 
or not the particular authority at this moment in time 
is serving the function for which it was originally 
designed to do. We do have other areas of Government 
that might be more appropriate to establishing policy 
and questioning policy than actually an interpretive or 
of another Crown corporation, which is essentially acting 
on behalf or with another Crown corporation. 

So I would suggest with those comments that I do 
intend to consider th is question at a more reflective 
moment and will pass on to the consideration of the 
report as it is on the table, but I do not intend to leave 
the topic indefinitely. 

Mr. Harold Taylor (Wolseley): I found it interesting this 
morning to look at the role of the authority, the legislative 
mandate, to hear the comments from the chairman, 
Mr. Ransom. It st ill leaves me with questions as to the 
role of the Authority today in the non-energy shortage 
context that we find ourselves in, but with the concern 
that we have today that maybe we did not have to the 
same extent in the'80s, as to the wisdom of looking 
at other energy sources to be compatible in the total 
energy solution for Manitoba, and maybe energy 
sources that are also safer for the environment. 

My question to either the Minister or Mr. Ransom, 
as they see fit to respond, would be what sort of linkages 
are there between this Authority and the Department 
of Energy in look ing at new and alternate sources of 
energy and their applicability and desi rabi l ity for 
Manitoba usage? 

Mr. Ransom: The Energy Authority, as such, is not 
examining those questions. It concerned me when I 
took over as chairman of the Energy Authority that 
there were certain features of the legislative mandate 
that were not being fulfi lled by the Energy Authority, 
and so we are examining some of the very questions 
that the Member for Lakeside (Mr. Enns) brought up. 
What should the Energy Authority be doing? What can 
it best do? We will make some recommendat ions to 
the Government, whether they should, for instance, 
remove the allocation responsibility from the Energy 
Authority or whether they want us to proceed to develop 
a plan and have the framework of an emergency 
allocation plan in place. Has, in fact , the Department 
of Energy taken over the policy function? Because again, 
as the Member for Lakeside pointed out, there was no 
Department of Energy in existence until fairly recently. 

* (1210) 

I think we need to define those areas of responsibility 
that the Energy Authority can carry out and take away 
from it those responsibilities that it is not appropriate 
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for it to do any longer. There are different ways of 
accomplishing the same ends. I am sure that the things 
the Energy Authority does could be done elsewhere, 
but in fact they are presently being done through the 
Energy Authority. Unless the Government perceived 
some administrative or strategic reason to change and 
have those things done elsewhere, then I think it is 
functioning effectively in the areas that it is functioning 
in. lt is the areas that it is not functioning in that I think 
we have to decide, either pick up the ball and go with 
it or give it to somebody else. 

Mr. Neufeld: I would just like to add, Mr. Chairman, 
that there may well be some overlap between the 
Department of Energy and the Manitoba Energy 
Authority, as well as an overlap between the Manitoba 
Energy Authority and the Manitoba Hydro. We have 
been and we will be examining the roles of the various 
authorities and we may well refine the roles of the 
various authorities, but that can only come with time. 
We recognize that there may be some changes 
necessary and there may be some definitions necessary, 
but that will come with time. 

Mr. Taylor: I thank Mr. Ransom for that candour and 
the point that he puts on the table that he has . . . 
the mandate as it is now stated, given the traditional 
role and the role is continuous, which is concentrating 
in one particular area which is electrical energy. The 
comments of the Minister seem to go in hand with that. 

The question I have for the Minister is that given 
what Mr. Ransom is saying about the Manitoba Energy 
Authority and the fact that it is appropriate to do, I 
believe I am hearing him say, a mandate review and 
maybe set up a revised mandate that more properly 
reflects today's context and the traditional role. What 
is the Minister doing to do the same thing within the 
Energy Department itself so that you have a 
compatibility between those two major organizations 
and has he got the same mandate review dovetailing 
exercise under way within the Energy Department? If 
he does not, why not? 

Mr. Neufeld: I think I just finished saying that we will 
be reviewing, we will be defining, we will be refining 
both the authorities of the Energy Authority and the 
authority of the Department of Energy. That will happen, 
that is happening and will continue to happen. 

Mr. Taylor: Mr. Chairperson, I hear what the Minister 
is saying philosophically, but I am not sure what I am 
hearing here in the sense of hard results. The Minister 
has been in place the better part of 10 months. We 
are coming into a new fiscal year now, in another 
month's time. I s  it one of the obj ectives of his 
department in fiscal '89-90 to do a mandate review of 
the Energy Department, particularly in the context of 
its relationship with the MEA and its mandate? What 
I want to know is, is it to be work done immediately 
or is it going to be sort of piecemeal and just followed 
over a number of years. Because if that is the answer, 
I think that is highly inappropriate and ineffective. So 
if we can get a clarification , I would very much 
appreciate it. 

Mr. Neufeld: I think we are proceeding in the direction 
that Mr. Taylor has suggested. We have been for some 

274 

time concerning ourselves with the overlap and we have 
been discussing the ways which we might proceed and 
we are proceeding in that direction. 

Mr. Taylor: I will be looking for some solid results and 
saying, I am looking at the-in a committee of this 
fashion-mandate studies of the Manitoba Energy and 
the Department of Energy juxtaposed, analyzed, and 
synthesized and come out with what hopefully will be 
a more common-sense solution than what we have now. 
Bearing that in mind then, my question is to the Minister: 
can he clarify if the MEA is not looking at things other 
than electrical authority, which by its mandate you would 
think it would be? Who is looking at things such as 
alternate energy sources, such as sawdust, wood chips, 
bark, straw, peat, algae, alcohol, along the lines of 
Alberta Solar and Wind Studies specifically for 
application in their jurisdiction. They have the program 
in Ontario, small dams generating electricity, dams some 
of which are new, many of which are revamped that 
were pulled out of service in the '40s and the ' 50s when 
the big dams came on. What sort of thing along that 
line is being done because everybody says that the 
biggest is good but the small and new may be even 
better? So where is this going on if it is not in the MEA 
or is it going on at all? 

Mr. Neufeld: The Department of Energy is looking at 
alternate sources of energy. They are looking at energy 
conservation. They are looking at all the kinds of energy 
savings that we might be able to do. lt is going on, I 
can assure the Member, and we are continuing and 
will continue to work in that direction. 

Mr. Taylor: A last point, Mr. Chairperson. Given that 
Mr. Ransom's admission that the Authority previous to 
his time never did take on those other roles and it 
would appear they are not his recommendations that 
they do get into those areas even though the present 
mandate allows for it, I will be looking forward to the 
Minister's presentation in more detail about some of 
these new and alternate sources of energy and their 
applicability to Manitoba. I also will be looking for the 
results in short order on the review of the mandates 
of both the Energy Department and the MEA. 

* ( 1 220) 

Mr. Neufeld: I am sorry that the Member did not attend 
the Department of Energy hearings and asked the same 
questions. He might have got his answers. 

Mr. A�;�gus: I am not sure if we can get done in 1 0  
minutes, but w e  will certainly give i t  our best shot. You 
have some questions? I have some questions. Mr. 
Chairperson, the Member opposite forgets what it was 
like to be in Opposition, when you get limited kicks at 
the can, as it were, to try and ferret out information. 

I would like to ask about the Energy Foundation. Let 
us have an accounting of it. I would like to have the 
statement of operati ons. 

Mr. Ransom: With respect to the Energy Found ation, 
it is certainly my recom mendation to the Government 
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that they repeal that leg islat ion.  The reason being that 
al l  that it woul d  really accompl ish is to put taxation on 
the users of hydro rather than applying taxation through 
the regular  tax system, which one assumes i s  more 
sensitive to ind ividual c i rcumstances than it is by simply 
t ak i n g  reve n u e  away f r o m  M an i t o b a  H y d r o  a n d  
conseq uent ly  resu l t i n g  i n  l a r g e r  i ncreases to  t h e  
ratepayers o f  Hydro than woul d  otherwise have been 
the case. 

Mr. Angus: I f  I remember correctly, the h idden tax 
through the Foundation was to be M anitoba's answer 
to the Heritage Fund. Are you suggest ing that it  s imply 
has not worked or is not work ing?  Perhaps you can 

. en l ighten me on that .  

Mr. Neuleld: I f  i t  is  true that M anitoba Hydro is  
operat ing  at  a break-even level r ight  now and if  again 
i t  is  true that they requ i re annual  rate increases i n  order 
to meet its operat ional  ob l igations, and i f  i t  is  true that 
t hey also have to i ncrease the rate in order to fund 
the unfu nded pension l iability, as wel l  as bu i ld a reserve, 
then it stands to reason that i f  we are go ing to fund 
a Heritage Fund,  we have to i ncrease the rates even 
more. So i t  is  only through rate increases that we can 
fund the Heritage Fund.  

Mr. Angus: You g uys have got i t  a l l  over me, you people 
have i t  a l l  over me i n  terms of i nformation and h istory. 
I am going by what l i m ited memory banks are o perative 
at this stage. lt seemed to me that the establ ishment 
of  this fund - the Energy Foundat ion-was to benefit 
f r o m  some of  the reve n u e  t h at was g o i n g  to b e  
generated from mega contracts that were go ing to b e  
k ick i n g  i n  i n  1 99 1 or 1 990. S o ,  again ,  i t  may n o t  be 
worki n g  right now but, i f  there is no money to fund 
the foundat ion ,  then i t  d oes not have any m oney to 
d istribute; but,  i f  there is i n  fact going to be revenue 
generated from mega projects such as Limestone and 
the sales i n  the contracts they have entered i nto, and 
i f  i ndeed that th is has turned out to be such a good 
i nvestment,  th is  hydro energy i n  the future,  why is i t  
not work ing? 

Mr. Neufeld: I f  there were m oney avai lab le for  the 
Her itage Fun d ,  then the f irst th ing we should do is  not  
raise the hydro rates as much as we do.  Our projections 
i n d icate that hydro rates wi l l  have to be raised for the 
next 10 years. If i t  were true that there was going to 
be so much money generated through these sales to 
enable us to start a H eritage Fund,  then we should not 
h ave to raise our rates. If we have to raise our rates 
for operational reasons, we wi l l  have to raise the rates 
even more i f  we want the Her itage Fund.  Where e lse 
can the money come from? 

M r. A n g u s :  A g ai n ,  I c e rt a i n l y  do not h ave t h e  
accoun t i n g  expert ise o r  t h e  bac k g r o u n d  t h a t  t h e  
M i n ister has, a n d  I a m  only g o i n g  b y  information o n  
page 1 8  which says t h e  foundation w i ll  b e  f inanced 
with 50 percent of the net revenues from designated 
long-term electricity export sales, and the remain ing  
50 percent of  that revenue w i l l  be allocated at  M anitoba 
Hydro. I n  my mind ,  if there are no sales and you are 
not gett ing any revenue, then that is 50 percent of 
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nothing,  and if you are suggesting that you are invest ing 
someth ing that is a loss leader and it  should be shut 
d own because it is cost ing us money to run i t ,  then 
that is  d i fferent.  I am not sure whether the cash flows, 
the pro formas or the projections that you h ave made 
or that they made, our members from the th ird (sic) 
Opposit ion Party, ind icated are rea l .  M r. Chairperson,  
is  there a cap on the amount of money that is required 
to be maintained, a minimum cap, or a min imum amount 
of information , money, that was to be kept i n  that fund ? 

Mr. Neuleld: M r. Chairman, if 100  percent of the 
revenue from the sale were to be kept by Hydro, we 
would sti l l  have to raise rates. Therefore, i t  stands to 
reason that i f  50 percent of the proceeds of the sale 
go into a fund then the rates would have to be raised 
i n  order to generate that 50 percent and that would  
come from our  regular customers. 

M r. Storie: The argu ment that M r. Ransom made, and 
I g uess the M i nister buys, is that provinces l ike Alberta 
should not be charging royalty on the production of 
gas or  oil i n  the Province of Alberta because the 
consu mers would be paying  a l ower pr ice and it  is not 
fai r. They should not be taxing it .  

The M i n ister knows that the Her itage Fund was 
establ ished based on after the cost of production was 
accounted for and then only 50 percent of the profit .  

The fact of the matter is that the o peration of  
M an i t o b a  Hydro ,  a n d  everyone accep t s  th is ,  t h e  
provincial operat ion o f  M anitoba Hydro increases i n  
costs every year. Manitoba consumers k n ow that. The 
approach that was taken is to say that we are now 
exporting power. These sales are not to M anitobans 
to the extent that there is  profit .  Half of the profit would 
g o  to reducing the rate costs for M anitoba ratepayers 
and the other half would  be put into a fund ,  a heritage 
fund ,  to do the same kinds of things that other provinces 
h ave used their  heritage fund to do .  Whether it is to 
maintain the road system, or  health care or  other 
economic development i n it iat ives, whatever, i t  is a very 
s imple concept. The M i n ister is trying  to say that 
somehow the concept wil l  not work to the benefit of 
M anitobans in the long run .  l t  w i l l .  l t  has in other 
provinces, i t  will here. If there is any incl ination to repeal 
The Heritage Foundation Act, it will be ideological and 
noth ing more. 

Mr. Neufeld: I th ink M r. Storie well  k n ows that the 
monies that come from sales a l l  g o  into the Man itoba 
Hydro coffers to start with and if a part of that money 
is to be withdrawn it has to be raised elsewhere. If we 
have to raise rates some 4 percent to 5 percent a year 
going into the future, that is  more than the rate of 
i nf lat ion,  and we take away 50 percent of the revenues, 
whatever that may be, those monies have to be raised 
elsewhere. Where is it  go ing to come from? 

Mr. Storie: M r. Chairperson , the mandate of M anitoba 
Hydro was to provide power electricity at cost. That 
was its or ig inal mandate. l t  was n ot l ike other private 
ut i l it ies that offer power to their  customers and make 
a profit on top of it. So Man itobans have always received 
good benefit for the operation of Manitoba Hydro. 
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What we are doing here, what the intent was and 
this Minister seems to object to it, was to say that the 
profit that can be made from extra-provincial sales 
should be put aside, at least 50 percent of it, for some 
other benefit that will accrue to Manitoba through 
obviously some sign of selection process. There is 
nothing wrong with that concept. It has worked for 
other provinces and other jurisdictions and has worked 
well. 

* (1230) 

The fact is that the original mandate of Hydro has 
been accounted for in the establishment of The Heritage 
Foundation Act, so I do not accept the Minister's 
argument, and philosophically he is opposed to it. I 
think it is very short-sighted. At least the Minister is 
being consistent. He is short-sighted when it comes to 
the foundation, he is short-sighted when it comes to 
the importance of developing our energy resources. 
He is short-sighted. 

An Honourable Member: Now, now, now. 

Mr. Storie: I noticed he has got new glasses, and 
perhaps that has corrected some of the problem, I do 
not know. 

Mr. Neufeld: These are my old ones. Mr. Chairman, 
surely Mr. Storie can understand that if you take 50 
percent of revenues from a certain sale out of Manitoba 
Hydro and we are working on a break-even budget, 
we must make that money up from somewhere else. 
Mr. Storie must realize that from 1981 to 1987 hydro 
rates had to increase by some 42 percent. Mr. Storie 
must also realize that from '87 to '92 when Limestone 
comes on line, we have to increase it another 27 percent. 
So from '92 on, we have to increase it 4 percent to 5 
percent a year in order to meet operational costs. If 
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we are going to put monies aside for a Heritage Fund, 
that has to come over and above the monies we are 
now making. Surely he can understand that. He may 
be able to stretch money but I cannot. 

Mr. Storie: Mr. Chairperson, the Minister continues to 
interpret I guess Manitoba Hydro's original mandate 
to his own liking, but the fact of the matter is that 
argument can be made, as I already have made, with 
the establishment of the Heritage Fund in Alberta, 
wherein they put in royalties collected by the province 
into a fund instead of reducing the cost of gas to Alberta 
gas consumers. I also think the Minister should 
recognize, and we had an inkling of it from the chairman 
of the Manitoba Energy Authority, that the future in 
fact looks good for the sale of Manitoba energy to 
Ontario, to the States. It will become increasingly 
profitable over the next decade, two decades, to sell 
Manitoba hydro. The fact is it may in fact be more and 
more profitable, so the prospects for developing a 
Heritage Fund are going to improve, not diminish. The 
direction that the Minister is taking is short-sighted. It ,, 
shows no vision of what we can accomplish by tapping 
our resources. 

Mr. Neufeld: Mr. Chairman, Mr. Storie finally agrees 
that our market is getting better and therefore we should 
save our energy until we have a better market and not 
give it away like he wanted to.- (Interjection)- You gave 
it away. 

Mr. Chairman: Shall the Annual Report of the Manitoba 
Energy Authority for the fiscal periods ending March 
31, 1987, and March 31, 1988, pass? (Agreed) 

Committee rise. 

COMMITTEE ROSE AT: 12:33 p.m. 
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