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Mr. Chairperson: Good moming. Will the Standing
Committee on Public Utilities and Natural Resources
please come to order. Before the committee proceeds
with consideration of the Manitoba Hydro-Electric Board

Annual Report, there are a number of committee
resignations to deal with.

I have before me the resignation of the Honourable Mr.
Downey as a member of the Standing Committee on
Public Utilities and Natural Resources effective
immediately. Are there any nominations to replace Mr.
Downey?

An Honourable Member: Mr. Helwer.

Mr. Chairperson: Is it the will of the committee that
Mr. Helwer replace Mr. Downey? [agreed]

I have before me the resignation of the Honourable Mr.
Pitura as a member of the Standing Committee on Public
Utilities and Natural Resources effective immediately.
Are there any nominations to replace Mr. Pitura?

Mr. Edward Helwer (Gimli): Mr. Chairman, I would
like to appoint Mr. Newman, the Minister of Northem

and Native Affairs and also the Minister responsible for
Hydro.

Mr. Chairperson: Mr. Newman has been nominated.
Is it the will of the committee that Mr. Newman replace
the Honourable Mr. Pitura? [agreed]

I have before me the resignation of Mr. Penner as a
member of the Standing Committee on Public Utilities
and Natural Resources effective immediately. Are there
any nominations to replace Mr. Penner?

Mr. Helwer: Mr. Chairman, I would like to appoint Mr.
Laurendeau, the member for St. Norbert, to replace Mr.
Penner.

* (1010)

Mr. Chairperson: Mr. Laurendeau has been nominated.
Is it the will of the committee that Mr. Laurendeau
replace Mr. Penner? [agreed]

I have before me the resignation of the Honourable Mr.
Gilleshammer as amember of the Standing Committee on
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Public Utilities and Natural Resources effective

immediately.

Are there any nominations to replace the Honourable
Mr. Gilleshammer?

Mr. Helwer: Mr. Chairman, [ would like to appoint Mr.
Dyck, the MLA for Pembina, to replace Mr.
Gilleshammer.

Mr. Chairperson: Mr. Dyck, the member for Pembina,
has been nominated. Is it the will of the committee that
Mr. Dyck replace the Honourable Mr. Gilleshammer?
[agreed]

I have before me the resignation of Mr. Reid as a
member of the Standing Committee on Public Utilities
and Natural Resources effective immediately. Are there
any nominations to replace Mr. Reid”

Mr. Gregory Dewar (Selkirk): Yes, I would like to
nominate the member for St. James (Ms. Mihychuk) to
replace the honourable member for Transcona (Mr. Reid).

Mr. Chairperson: The honourable member for St.
James, Ms. Mihychuk, has been nominated. Is it the will
of the committee that Ms. Mihychuk replace Mr. Reid?
[agreed]

Mr. Helwer: Mr. Chairman, with leave of the
committee, I would like to ask for leave to replace Mrs.
Vodrey with Mr. Sveinson, and the reason for this is
because there has been a death in the family and she is
unable to be here.

Mr. Chairperson: Is there unanimous consent of the
committee to accept the resignation of the Honourable
Mrs. Vodrey without the signed letter of resignation?
[agreed]

Is it agreed by the committee that Mr. Sveinson replace
the Honourable Mrs. Vodrey? [agreed]

This moming, the Standing Committee on Public
Utilities and Natural Resources will be considering the
Annual Report of the Manitoba Hydro-Electric Board for
the year ended March 31, 1997. Did the minister
responsible have an opcning statement, and did he wish
to introduce the officials in attendance from the Hydro-
Electric Board?

Hon. David Newman (Minister charged with the
administration of The Manitoba Hydro Act): I do
and [ would.

Mr. Chairman and members of the commiittee, I would
like to introduce the officials of Manitoba Hydro with me
today: Mr. John McCallum, the chairman of the
Manitoba Hydro-Electric Board, and Mr. Bob Brennan,
president and chief executive officer, and in the back of
the room, Mr. Glen Schneider, the manager of public
affairs.

Today, Manitoba Hydro will be presenting their 46th
Annual Report for the fiscal year ending March 31, 1997.
As indicated in the report, 1996-97 was a successful year
for the corporation with a record net income of $101
million compared to net income of $70.1 million in the
previous year. This marks four consecutive years of
profits, previously unsurpassed in Hydro's history. This
level of eamings is required to ensure that corporate
financial targets are achieved. Mr. McCallum and Mr.
Brennan will be speaking further about finances, goals
and the various initiatives taken by the corporation which
will enable Manitoba Hydro to meet the challenges of the
changing world facing the electrical industry in Canada
and worldwide.

Settlement of the corporation's outstanding obligations
associated with the Northem Flood Agreement of 1977
continues to be a high priority of the board with
agreements in place with Split Lake Cree First Nation,
York Factory First Nation and Nelson House First
Nation.

During 1997-98, an agreement was signed by the
Government of Canada, the government of Manitoba,
Manitoba Hydro and the Norway House Cree Nation. It
includes approximately $78.9 million in cash and
HydroBonds, approximately 60,000 acres of new reserve
lands and the creation of a resource co-management
board with the province. The agreement also details
ongoing consultation arrangements between Norway
House and the other parties in a variety of matters. This
comprehensive agreement brings about a settlement to the
claims and other outstanding issues that arose under the
Northem Flood Agreement which was signed by Norway
House and four other bands in 1977. It marks an
important milestone for the Norway House Cree Nation
and will provide them with new opportunities for social
and economic development in their community for the
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benefit of all members. Cross Lake First Nation is the
one First Nation remaining that has not signed an
implementation agreement.

Progress continues to be made on the North Central
Project which involves an extension of the electrical
network into remote northern communities. Construction
has proceeded ahead of schedule with Oxford House,
Gods Lake Narrows, God's River and God's Lake
presently in service and with Garden Hill, Red Sucker
Lake, Wasakamak, St. Theresa Point and Island Lake
scheduled for completion this year. Over 500 kilometres
of transmission and distribution lines will have been
constructed, with much of the clearing and construction
work having been undertaken by local residents. Thicket
Portage and Pikwitonei were connected in April 1997 to
central supply by 25 KV line from Thompson. This line
provides the two communities with full service
capability, and in preparation for its construction,
employment opportunities were created for close to 90
people from the two communities.

The skills, hard work and dedication of Manitoba
Hydro employees are most apparent in response to
disasters in and outside Manitoba from the tomado-force
wind storm in September 1996 which destroyed 19 high-
voltage direct-current transmission towers transmitting
approximately 75 percent of Manitoba's hydro power
from the generating stations in the lower Nelson River to
the Dorsey HVDC converter station near Rosser, to the
flood of 1997 in North Dakota and Manitoba, to the
recent ice storms in eastern Canada. Employees have
readily provided assistance both in their roles with
Manitoba Hydro and as volunteers in their Manitoba
communities. [ ask you to join me in extending my
thanks and appreciation to the employees of Manitoba
Hydro for continuing to provide Manitobans with reliable
and cost-efficient power and for responding quickly and
effectively, helping our neighbours in North Dakota,
Ontario and Quebec in their times of need.

I will now ask Mr. McCallum to comment upon
Manitoba Hydro's operation from a Board perspective,
after which Mr. Brennan will be presenting a number of
slides on the specific operations of the corporation, and,
of course, then there will be an opportunity for questions.

Mr. Chairperson: I thank the honourable minister for
those remarks. Does the critic for the official opposition
have an opening statement?

Ms. MaryAnn Mihychuk (St. James): I just do want
to share with the Minister responsible for Hydro
congratulations to the employees of Manitoba Hydro for
their excellence in dealing with a number of catastrophes
which have struck us, the United States and Quebec. So,
on behalf of our caucus and myself, we are proud of
Manitoba Hydro's accomplishments and the work that
those individuals did and are doing.

Mr. Chairperson: I thank the honourable member for
those remarks. Did the officials in attendance from the
Hydro-Electric Board wish to make an opening statement
to the committee?

Mr. John McCallum (Chairman, Manitoba Hydro-
Electric Board): Mr. Chairman, members of the
committee, I am pleased to have the opportunity to
present the 46th Annual Report of the Manitoba Hydro-
Electric Board for the year ended March 31, 1997. My
opening remarks will focus on some of the major policy
issues addressed by the board of Manitoba Hydro over
the past year. Following my comments, Manitoba
Hydro's President and Chief Executive Officer Bob
Brennan will provide you with a slide presentation on the
operations of the corporation and actions being taken to
meet future challenges in the electricity industry.

In November of 1996, Manitoba Hydro became a full
member of the Mid-Continent Area Power Pool.
Membership allows access to wholesale power markets
inthe US. and requires reciprocity to wholesale loads in
Manitoba. During 1997 the board approved proposals to
recommend adjustments to The Manitoba Hydro Act in
order to prepare for the more competitive future.
Changes will first of all protect and enhance the
corporation's  electricity exports through open
transmission on a wholesale basis; secondly, enable
establishment of subsidiaries, partnerships and joint
ventures; and, third, provide for expanded energy
services.

Net income of $101 million for 1996-97 was the
highest in the corporation's history. Revenues from
exports also reached an all-time high of $267.7 million,
up $22.3 million from last year and an increase of $14.6
millionover the previous record of $253.1 million set in
1994-95.

* (1020)
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Manitoba currently has some of the lowest rates in the
industrialized world, with over 95 percent of electrical
power coming from hydraulic electric plant. Rate
increases for 1996-97 and 1997-98, 1.5 percent and 1.3
percent respectively, were well below the rate of inflation.
No rate increase is planned for 1998-99. Any subsequent
rate increases are projected to be below the rate of
inflation. Rates for large industrial customers have been
frozen since April 1992 and will remain unchanged for
1997-98. Further, Manitoba Hydro is committed to
maintain and enhance its competitive price structure and
expand rate options for customers. Mr. Brennan's slide
presentation will show that Manitoba Hydro has the
lowest rate structure of all major electrical utilities in
Canada.

Manitoba Hydro, along with 32 other electric utilities
belonging to the Canadian Electrical Association, became
a member of the environmental commitment and
responsibility program. This is an ambitious industry-
wide initiative that represents a new frontier in voluntary
industry programs. It is a comprehensive approach to
improving environmental performance of utilities and a
voluntary effort by CEA members to work towards
sustainable development for the industry.

In closing, Mr. Chairman, I would like to take this
opportunity to recognize the dedicated efforts of
Manitoba Hydro's employees in providing excellent
customer service and low-cost reliable power for the
citizens of Manitoba. You will see in Mr. Brennan's
presentation that this enterprise consistently ranks at the
top of its class or close to the top of its class in security,
rcliability, safety, customer service, costs and price. That
is an achievement of 3,000 people, and it is an
achievement of management that I think Manitobans can
really be proud of. It is just plainly a very good company
that Bob Brennan and his group in management run out
on Taylor Avenue.

Mr. Chairman, that concludes my opening remarks, and
as we have done the last few years, Mr. Brennan will now
take you through a slide presentation that will show you
where we are with respect to a large number of business
issues.

So, thank you, Mr. Chairman.

Mr. Chairperson: Thank you, Mr. McCallum, for those

comments.  Before we proceed with the slide
presentation, it is necessary that we have unanimous
consent of the committee for this slide presentation to be
given.

Is there unanimous consent of the committee to proceed
with the slide presentation? [agreed]

Mr. Robert Brennan (President and Chief Executive
Officer, Manitoba Hydro-Electric Board): We would
like to concentrate on three main areas with the
presentation. The first one is what we are focusing on
these days within Manitoba Hydro, a little bit about our
corporate strategic plan, our objectives and goals, and
then we would like to just give an overview of the
company itself and then a performance on how we are
achieving our goals generally.

This is the vision we have within Manitoba Hydro, and
that is to be recognized as the best utility in North
America with respect to rates, reliability and customer
satisfaction and to be considerate of all people with
whom we have contact. We have measured ourselves
with as many utilities as we can and as many companies
as we can outside of that particular perspective as well.
We try to do it within the confines of the Canadian
Electrical Association to minimize our costs as much as
possible.

This is our mission itself, and that is to provide for the
continuance of supply of power adequate for the needs of
the province and to engage in and to promote economy
and efficiency in the development, generation,
transmission, distribution, supply and use of power. In
addition to that, we want to provide and market products,
services and expertise related to the development of our
system both with and outside the province, and we want
to market and supply power to persons outside the
province in terms and conditions acceptable to the board.
This particular mission is taken right out of The
Manitoba Hydro Act that was modified last June.

This is a summary of Manitoba Hydro's goals. This is
what we are attempting to focus on within the
corporation. We want to significantly improve our net
eamnings and reduce our debt levels. You will find that
our net eamings have been coming up, but our debt levels
are still very, very high. We want to provide superior
customer service, and by that we mean we would like our

-
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customer service to be unequalled by any other utility.
We want to make sure our customers have extremely
competitive electricity rates, and we want to have
operational excellence in the delivery of our product, and
we want to make sure it is as reliable as possible.

We want to achieve the highest level of public and
employee safety. In this area, we have always been
relatively high, the top two or three, first or second or
third, and if we want to maintain ourselves as having the
very highest, I think—well, as a matter of fact I know that
we are going to have to look at doing something different
tomove us up that extra level, and we are looking at that
within the corporation now. We want to do everything
possible to protect the environment and to be considered
to be a good corporate citizen as it relates to the
environment. We also want to be an outstanding
corporate citizen with all the various stakeholders we
come in contact with. We want to make sure that our
employees are highly motivated, skilled and extremely
effective in doing the tasks they are asked to do, and we
want to meet all the challenges of the changing industry.

We are the fourth largest electric utility in terms of
assets. Capital assets exceed $7 billion; revenues of $1
billion. Last year, as a result of the high water in '96-97,
we will have generated 31.8 billion kilowatt-hours of
energy through 12 hydraulic and 11 hydroelectric
generating stations of our own, as well as two that are
owned by Winnipeg Hydro. We have two thermal
stations, and as of February '98, right now, we have eight
diesel sites. We are, of course, expecting to connect the
remaining ones on the North Central Project.

We have 3,000 employees that are involved in
operating-type activities, and in addition to that, we have
employees that are involved in our construction activities
that go up and down depending on what our capital
program is like. We have 390,000 customers.

Right now, we pretty well have the lowest rates in the
country. We definitely have the highest customer
satisfaction, as a result of a survey that was done
nationally. Our system reliability is extremely high. We
export and are able to export up to 50 percent of our total
generation, and we will come to that as well. Manitoba
Hydro is definitely recognized as being a world leader in
HVDC technology. We have a really extremely highly
skilled workforce of which I am extremely proud.

Some of the changes that resulted from The Manitoba
Hydro Act last year, it allowed Manitoba Hydro to
participate within the Area Power Pool right below us in
terms of the mid-part of the United States. It opened up
our own transmission so that we could be on a
competitive basis with our American neighbours on a
wholesale basis only and not a retail basis, and we will
talk about that a little bit later. It provided for us to build
for export should we come across an appropriate export
contract that would allow us to recover our costs. That
was not clear previously as to whether we could or could
not do that. We have the ability to create subsidiaries
and get involved in joint ventures when it is deemed to be
in the corporate interest.

We have expanded our energy services; in other words,
the type of energy services we can provide to our
customers. In the old act, it was not clear as to what
particular services we could provide, and our legal
opinion was that we had to provide only those services
that were spelled out in the act, and, consequently, we
found that really, really limiting. We have the obligation
to supply and serve. In most retail competitive
situations, that is not there. So in Manitoba we still have
the obligation to supply anybody that requires power
from us. There are certain conditions of service, but
anybody can get service.

* (1030)

In terms of achieving our goals, the first one is what we
are doing about net eamings and our debt levels. Our
gross revenues last year for the first time broke the $1-
billion mark. Our export revenues were at the highest
ever as well of $267.7 million, and we reached a net
income of $101 million, which is a record for Manitoba
Hydro as well.

This is a pretty busy chart, so I will go over it very,
very quickly. It shows the actual for the last two years,
and it forecasts for the next three. You can see that we
are forecasting a net income of $84 million for the current
fiscal year, and that included a rate increase last April of
1.3 percent. We are not forecasting a rate increase in '98-
99, and we are forecasting a net income of $51.8 million,
and for the following year, with a 1 percent rate increase,
a net income of $56 million.

What that does to it, it allows us to improve our
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retained eamings to a level in the neighbourhood of
$647.9 million at the end of that period of time, with the
only future rate increase being the 1 percent. I went over
that very quickly, but we can come back to it should
anybody want to.

This is our net income. In 1993, we had a planned loss
of $24 million, and that was as a result of the capacity
units of Limestone coming into service. We knew it was
going to happen. We knew that after that, future, the firm
sales associated with NSP, was going to come into play
and our income was going to go up.

We then had four years in which we certainly had very,
very good income levels, ending with a profit we had last
year of $101 million. Our current forecast for the current
year is $84 million. We are ahead of that forecast right
now, although the warm weather of this winter will have
some impact on what we are doing, but I am very, very
hopeful that we will be pushing the $100 million. Export
sales have been very good despite the warm weather and
we are quite pleased with that.

And then I talked about the two additional years. This
is a graph that shows-and it was made up by the
Dominion Bond Rating Service last ycar-how Manitoba
Hydro compares with other utilities in terms of our fixed
and variable costs.

As you can see, we have the lowest total costs in the
country. Our fixed costs are higher than some and our
variable costs are extremely low. This is a graph that
compares utilities across the country and averages them
all and that is the composite line. In addition, I chose
Manitoba Hydro but we can compare ourselves to any
other utility.

We cannot mention who is the best unless it is
ourselves. In other words, we cannot identify other
utilities without their approval. You can see that in '96,
we were the best in the country. It also shows our
projection for the future with a rate increase in real terms
and the cost of power coming down in Manitoba.

These are our projected financial results. [ have
reviewed some of those with you earlier. It also shows
our projected rate increases and retained eamings and our
debt ratio at the bottom. You can sec with the 1 percent
rate increases all along, every year, that we end up with

a debt ratio of 70 percent debt and 30 percent equity by
the year we get to 2007-8. Our target is to get to 75
percent by 2005, 2006, and we make that with relatively
modest rate increases.

Our interest coverage is just barely in the range we
would like, but our target is to get in a range of 1.20 to
1.35. Interest coverage is a measurement of our net
income before interest to interest.

These are our financial targets that we have approved
within Manitoba Hydro, and we have reviewed it with the
Public Utilities Board. We would like to get to a debt-
equity ratio of 75-25 by 2005-6, which I have mentioned
we will with relatively modest rate increases. We want
to get our interest coverage in the range of 1.20 to 1.35.
For a cash flow and capital expenditures, we want to
make sure that all our capital expenditures, except for
major generation and transmission projects, are covered
by intemally generated funds. In other words, we do not
have to go to the capital markets for our normal capital
requirements, so our debt should start coming down.

This is our debt-equity ratio that I talked about earlier.
You can see that in '93, we had 95 percent debt and 5
percent equity, and you can see where we are today, and
what we are projecting for the next two years after the
current fiscal year.

In addition to that, I would point out that in 1990 we
had equity of less than $100 million, and now we are
getting close to making that in a year, so we are
improving our financial stability extremely well.

This is one that is a concemn to all of us in Manitoba
Hydro, and that is the amount of debt we have, and the
amount of debt here is measured per customer, and as you
can se, it is relatively high. It is a function of the type of
assets we build in terms of very large hydroelectric plants
thatcost us a lot of money, and therefore we borrow a lot
of money to do that. Consequently, this is relatively high.
Our goal, of course, is to reduce it and reduce it pretty
dramatically.

Ontario Hydro, they are-and it shows up quite
favourably, but what they do in Ontario, it shows all the
customers in the whole province of Ontario despite the
fact they are all served by municipal utilities. It does not
show the debt of any of those municipal utilities. Having
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said that, a lot of them are debt free, but it still does not
show any debt at all for those utilities, but it shows all
the customers so it makes them look quite a bit better
than they really are.

Mr. Tim Sale (Crescentwood): Some of those utilities
have a lot of exports and some of them have very little.
Is this domestic, or is there some correction to the fact
that we are exporting half or so of our generated power,
and that is sustained by the debt or the debt is sustained
by those powerexports? Is there any adjustment here for
export activity, because some of these are big net
exporters and some are big net importers?

Mr. Brennan: This is just measuring our total debt
based on the number of customers. So when we export
into another system, the number of customers is very
small, like one—[interjection] Yes. Certainly, most of
our plant though has been built for our own system. The
last sale we had, which was a very, very large one, or the
last major sale we had allowed us to bring in a large plant
rather than the small plant which is economic for the
system. But you are correct in that some of the exporting
utilities, which are the ones with the major investments in
hydroelectric facilities, are also those.

It still is a concern to us though to get it down. I guess
to get something like Nova Scotia Power is probably not
the target we should have. Nova Scotia Power, by the
way, and TransAlta are investor-owned utilities, and they
do not have the guarantee of the provinces.

Mr. Sale: I guess I would just ask that maybe in future,
if this really is a serious concer—that my sense is that
there is a bunch of apples and oranges in these various
bars because of the very different profiles of the
companies represented, and maybe we should look at
some perhaps more meaningful statistic there than
customers. When you have a huge customer, as
represented by the Limestone sale, it kind of distorts this
picturc and makes it look like you have a somewhat
weaker picture than perhaps this is really representing.
So just a comment.

* (1040)
Mr. Brennan: I guess Manitoba Hydro, in terms of our

debt equity, though, is, with the exception of Ontario that
is just in horrible, horrible condition. We still have an

awful lot of debt and very little equity, so it is still a
concern to us, and I guess our goal is just to point out the
fact that we do have that concem. Having said that,
Manitoba Hydro's performance generally is at the top of
every other indicator, so I think you have to look at the
whole ball of wax and gradually go at the debt problem,
and I think that is what we have been doing.

Interest coverage, we have approved a range of 120 to
135, and as you can see with the modest rate increases of
1 percent a year, we do not get in that range. I think that
is the type of thing I was talking about before, Mr. Sale,
that we should sort of look at everything and not go at it
just to achieve one particular target.

This is our Capital Expenditures, and as you can see,
they are covered by internally generated funds.

Customer Service: This is another slide that shows
how we compare with the composite of other utilities
across the country, and in '97 we were not the highest.
There was another utility that was higher than us. We
bounce in and out of first place on this particular one.
Some of the services we have had more recently. We
brought in a customer call centre in June of '96 to our
system, and that has worked out extremely well for us.
We found that the number of calls is continually going
up, and the fact of the matter is that we were probably not
handling this very well before we had a call centre.

We have introduced a water heater program. We are
continuing with our Power Smart programs, and we had
a recent program telling people how to do things, certain
things within their system to make their homes more
power smart and more efficient in terms of energy use.
We have been very, very effective in assisting businesses
in reducing their energy costs. We find that to be a win-
win situation. We have entered into a joint use
trenchering program with the telephone system and
Greater Winnipeg Gas to reduce our costs, and that is
working out very well. We also have various rate
programs that have been designed to help our customers,
and that is especially true of our industrial customers.

I will go through these quite quickly. This is our total
customer unit cost compared to a composite, and, as you
can see, Manitoba Hydro is the lowest in the—certainly
compared to the composite is very good, and I previously
showed you that other graph that showed we were the
lowest.
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This is a residential electric bill for 1,000 kilowatt-
hours a month, and it was May of '97 when we made
the-and it was not us. It was Northern States Power that
made the comparison, but you can see that we are the
lowest. This is 100 kilowatt-hours, and this is like a
small grocery store or something in that neighbourhood.
It is 100 kilowatts of 90 percent power factor and 25,000
kilowatt-hours a month. You can see that here
Vancouver has the lowest rate, followed very, very
closely by Manitoba Hydro.

This is a small elementary school and that
neighbourhood at 300 kilowatts and 120,000 kilowatt-
hours a month, and you can see that Manitoba Hydro is
the lowest there. This is a 20 megawatt load and 12
million kilowatt-hours a month, and now the distance
between the various utilities is starting to get quite a bit
greater. This is a manufacturing concem within the
province. There are two or three companies about this
size, and it is getting to be a larger customer certainly, as
you can see by the bill of $352,000 a month.

This is the second-largest customer we have in our
system. It is right around the 100 megawatt level, and if
it was 100 megawatt, it would be $1.8 million a month.
You can see that we are 10 percent lower than BC Hydro.
The amounts—you will see what happens if you were in
the Maritimes or in Ontario for that same kind of
industrial customer. This compares electricity rates in
Manitoba with the CA composite as well as an index of
the consumer price index, and Manitoba Hydro is lower
than that.

This slide shows all the generating facilities in
Manitoba. It also shows the major transmission
facilities, and it shows our two thermal plants as well as
the hydraulic plants. It shows the export capability. As
you can see, we have three lines going into Ontario with
an export-import capability with 300 megawatts each
way. Inthecase of Saskatchewan with our four lines, the
situation is the same. When you go to the United States,
we can export 2000 megawatts and import 500
megawatts at the present time, so we can certainly export
an awful lot more than we can import. We do want to
import in times of low flow conditions.

This is our capacity factor in our system. Right now,
we have the capability with our thermal and hydro plants
for about 5,100 megawatts. Our last peak in '97 was

3,600 megawatts. We also have undeveloped hydro
potential that is greater than what we have installed, and
that is a relatively economic hydraulic potential. There is
even more than that available. It also shows that we do
not need any new power in the province based on our
current load forecasts to the year 2015-16. Any new firm
export sale would advance that, and any changes in our
load forecast within the province would advance that as
well. These are for the second consecutive year an
extremely good water condition. We have had record
generation within the province and record export sales as
well. We also had the record amount of power required
to meet the needs of Manitobans.

We talked of the storm last time, and the efforts of
Manitoba Hydro employees in dealing with the storm
werejust exceptional. We did not have the costs the last
time we met, but the total cost of that system interruption
was in the neighbourhood of $10.6 million, both in terms
of the repairs, the lost exports, the cost of importing
power and the reduction in the water rentals because of
reduced generation.

This is the reliability of our system as compared to the
CA composite, and, as you can see, Manitoba Hydro, in
terms of the number of outages per customer, is just
above the one level, and that has been relatively constant
throughout that period of time. Every now and then, you
get some peaks in the Manitoba hydro system, and that is
the storms.

This is the average duration in terms of minutes that
the system has been out, and you can see Manitoba
Hydro, being the blue line, is all over the place.
Certainly it depends on-this is very, very storm-related.
This measures, once we do have an outage, for those
customers that do experience the outage, how long we
were out. So parts of the system in rural Manitoba, it
certainly is not as reliable as it is in urban centres.

This is the overall average outage in terms of minutes
per customer, and it compares Manitoba Hydro with the
composite. For '97-98 and '98-99--especially '98-99 for
Ontario and Quebec will be just horrendous, and they
will truly influence the composite.

This compares average system interruption in terms of
minutes as well as the system unit cost. This is always a
trade-off. In other words, you can improve the reliability
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of your system based on the amount of money you put
into the system. As you can see from that, we have been
measuring reasonably well because our unit costs are the
lowest, and we have the lowest average system
interruption time.

Public and employee safety: This is a graph that
compares Manitoba Hydro with the composite, and we
are always, as I mentioned earlier, within the top one, two
or three in the country. This one is measured in fatalities
per million population. That one, by the way, was public
fatalities. We always know when we get the actual
fatalities. We do not know about all the electrical
accidents that the public is involved in, mainly because
they are not all reported the same way.

This is Manitoba Hydro's employee accident frequency.
This is the number of accidents per million employee
hours. In '96 we had a fatality that really had a serious
impact on our statistics there.

* (1050)

The environment: [ will go through these very quickly.
Our total to our Power Smart program, our energy
savings, without considering the rate programs that are
dependent upon reintroducing them continually, we have
an accumulative demand saving of 72 megawatts. John
mentioned our environmental commitment and
responsibility program. There is a program that is really,
really important to the industry as a whole. The fact that
we got all the utilities across the country to be part of that
program is a major accomplishment.

Various fish works. Our Forest Enhancement Program.
Because we cut down an awful lot of trees for
transmission lines and that sort of thing, we have a
program whereby we help the public with various
initiatives that they are doing. They apply to Manitoba
Hydro. We have an independent group that looks at what
kinds of programs these are and whether we should fund
them. It has been very, very effective in helping us meet
some of our environmental responsibilities. Through that
same program we are a supporter of the Fort Whyte
Centre's environmental education program, as well as
other educational programs.

This is the public attitude survey that is done by the
Canadian Electrical Association. It shows the public

satisfaction compared to a composite. - Corporate
citizenship, especially as it relates to our aboriginal
citizens within the province. The NFA agreements, we
have now signed four of the five. We still have Cross
Lake to work with. We are talking to the Fox Lake First
Nation with an initiative with them. Our North Central
Project, we are hoping to have completed this summer the
winter roads. That is sort of a problem because the warm
weather has been causing us some difficulties, but we are
still hopeful of having everything done this year.

We have been talking to the community of Churchill
regarding enhancing the Churchill River itself as a result
of our developments of the '70s that caused them a great
deal of difficulty. We are committed to talking to all the
communities before we do any work in anybody's arca
whether it is aboriginal or otherwise and making sure the
communities know exactly what we are trying to do and
why and what the impacts would be on the community as
a whole.

We introduced just recently on a trial basis an
aboriginal trades trainee program. One of our problems
is that we would like skilled aboriginal people to work in
most of our generating facilities. They live close by. One
of the problems the aboriginal people have is trying to
find out what kind of field they would like to go into, so
we have introduced a trades trainee program whereby we
will hire somebody for a 10-month period, and they get
rotated through the various disciplines within a
generating facility. At the end of the 10-month period,
they can decide what trade they would like to go in, and
then Manitoba Hydro will take them from there in terms
of training them in that particular trade.

South Indian Lake, we have been dealing with them
over the years as well. Lake Winnipeg issues, we have
all talked about that. Lake Winnipeg experiences storms,
and this causes property owners around the lake a great
deal of concern. Manitoba Hydro thinks we are doing
everything right, and some of the property owners
certainly do not think that. It is one that is going to
require ongoing dialogue and creativity on both Manitoba
Hydro and government and the cottage owners' part.

We want to have motivated and highly skilled effective
employees. That is our goal, and I really believe we do
that. Our employees definitely go beyond the call of duty.
They were involved in restoring our own system and had
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the pc line back and within five days with the last major
storin there in the fall of '96.

Our people were involved in the flood, and they helped
out very, very effectively.

We loaned all our equipment out if it could be used
within the flood. We provided assistance to North
Dakota of which the people of North Dakota are
extremely pleased with. I really, really think it helped
both Manitoba Hydro and the province.

We provided assistance to Ontario especially, and from
that we had people go into Quebec.

We have a quality initiative program going on within
the company. It is a very extensive program. It is a
costly program, but I believe it is working in getting
people to think about what they are doing on a much
more aggressive basis than they have in the past. A lot of
our employees, through their involvement with non-
Manitoba Hydro activities, get recognized quite
extensively.

The changing electrical industry: We talked about the
changes to The Manitoba Hydro Act. We now have a
full MAPP membership. It is certainly helping us
export-we are maximizing our expork revenues and that
is continuing. Our transmission system is open on a
wholesale basis, so somebody could
purchase—Saskatchewan, as an example, or Winnipeg
Hydro—power from the States and use our transmission
facilities and pay us a service charge for that use. In late
'98 we are going to have a new system control centre in
place. That is a picture of the building there. We have
gone through corporate restructuring a year and a half
ago, and that is now working out very, very well. We
justintroduced a new SAP accounting system. Some of
these new systems, by the way, the new control centre and
the new SAP accounting system, also helped us deal with
the year 2000 problem.

Preparing for a competitive future. We have various
quality initiatives going on, and I talked about our quality
improvement initiative as it affects employees—the call
centre. We have a venture with Centra Gas effective
January 1 of this year. We now have one meter reader
reading both meters. That has been very cost-effective
for both utilities. We have other joint ventures. We have

a trades training centre that is located out in Stonewall
that is now going to be the basis for all our trades
training. We are involved in the selling of professional
services outside the province, and we have various energy
services programs.

Last week we had a group that went up to the
Northwest Territories that signed a business alliance and
a memorandum of understanding to look at various things
that Manitoba Hydro and the province can do for those
utilities. In this particular case it is aimed at energy
issues, and we believe we can enter into a situation with
them by looking at various opportunities that will be a
win-win situation for both parties.

That ends my presentation, Mr. Chairman. Thank you
very much.

Mr. Chairperson: How does the committee wish to
proceed this moming? Shall the report be considered in
its entirety or page by page?

An Honourable Member: In its entirety.
Mr. Chairperson: In its entirety? Agreed? [agreed]

Did the committee wish to indicate how late it wishes
to sit this moming, or should the committee look at this
at twelve o'clock?

Some Honourable Members: Yes.

Mr. Chairperson: We will revisit this at 12. Agreed?
[agreed] Now the committee is open for questions.

* (1100)

Ms. Mihychuk: I do have a series of questions that I
would like to go through before this committee adjourns,
and before I do that, I want to thank Mr. McCallum and
Mr. Brennan for their informative presentations, which
they always are. 1, as well as other Manitobans, am very
proud of Manitoba Hydro's work that it does, its legacy
and its projected future, and we congratulate them on a
successful Crown corporation.

One of the things that all Manitobans are being
impacted by—and living in Winnipeg I am quite thrilled
with El Nino, quite frankly. Mild weather here has meant

-
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that 1 have only plugged in my car for one week this
winter, and it is saving me money, but it is probably
costing Manitoba Hydro, and in my case, Winnipeg
Hydro. Can Mr. Brennan tell us the impacts of this
unusually warm weather on Manitoba Hydro?

Mr. Brennan: One of the benefits of Manitoba Hydro's
system is that power we do not sell within the province,
we are able to either sell on the export market or store in
reservoirs. We have been able to take advantage of very
strong export conditions and sell the majority of it, albeit
it is not at the same rate that we sell within the province.
It will cost us certainly, and it will have an impact on our
actual results this year. My estimate now is in the
neighbourhood of $8 million up to the end of February
and certainly March, because most of the power that is
consumed in February and the early part of March will be
billed in March. It will cost us in March pretty
dramatically as well. So thatnumber will go up, but I am
still very, very optimistic that we will make our forecast
of $85 million, if not exceed it.

Ms. Mihychuk: One of the other impacts of this very
mild weather is the closure of the winter roads. Some
communities have only had access for, I think, two, three
weeks. How will this impact the North Central Project?

Mr. Brennan: For the most part we have the majority
of our material in. We do have concems with a
transformer. We have a major transformer, and the last
I heard it was not directly into the North Central Project
yet, but we are hoping to get it in, but it is very, very
much of a concern. There were three or four days there
when it got extremely cold in the North and it was still
warm in the south, and that helped us a little bit, but at
the present time there are still concemns.

Ms. Mihychuk: In regard to the North Central
Project-and I have been reading many articles about how
the people are thrilled to be receiving power—one of the
downsides of it is going to be their power bills. Has
there been a projection on the amount of the average
hydro bill for those communities?

Mr. Brennan: We have worked with the Department of
Indian Affairs as well as the province in making sure that
there are educational programs. We have looked at
various Power Smart initiatives as to how people can
make sure that when they try to address the cost issue in

their facilities that they try to take advantage of some of
our programs. In addition to that, there has been an
awful lot of help from Indian Affairs and the province in
trying to deal with this issue as well. There is no doubt
if people use it for electric heating purposes, their bills
will go up. The bills will go up because they are going
to be using more power generally. Hopefully, this is
something that we are going to have to work with the
communities and hopefully will recognize the need to
really do everything possible to keep their bills low.

Ms. Mihychuk: [ am not surethat I got an answer to my
question. Do we have an actual amount for the average
bill?

Mr. Brennan: I cannot give you one because that is a
function of the house and the way people use power
within the house. So we certainly know from other
northern communities what a bill could be, and in some
cases they are relatively high, but it depends on how
people use the power and it depends on how they deal
with the facility itself. There is an awful lot of people in
the North though that do provide the right type of
conservation initiatives to minimize the cost of power.

Ms. Mihychuk: If I recall correctly, it is not that
unusual to get a hydro bill of $400 a month compared to
perhaps a Winnipeg home which may see a bill of $100
a month, and there is a various number of reasons for
those types of high bills. One of the things that you
mention, Mr. Brennan, was providing workshops or
programs to inform northerners about Power Smart and
other programs. How many northern workshops have
been conducted by Manitoba Hydro over the last year?

Mr. Brennan: 1 would have to give you the exact
number. I do not know the exact number. I do know
there has been a series of programs and the community
itself is involved in them.

I would like to go back to your question about
comparing the bills. There is no doubt that the
temperatures are different in the North and that is very
much of a concern, but when people look at their bills in
the south they better always make sure that they add the
gas and electricity bill together when they make the
comparison because most people in rural Manitoba do
not have access to natural gas, and you know, there they
are talking one bill as compared to two and that always
makes it look higher as well.
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Ms. Mihychuk: Mr. Brennan, last year I talked about
possibly looking at translated brochures or information
into Cree for northem aboriginal communities. Has that
been investigated?

Mr. Brennan: Most of the material that we have been
dealing with associated with the North Central Project
has been translated in, I am not sure if it is Cree or not,
but quite often I see various reports come out and they
have English as well as the native language. I am not
sure about the extent to which we have various brochures,
but I will check into that again for you. We thought that
was a real good idea, though.

Ms. Mihychuk: Mr. Brennan, can you tell us the cost to
Manitoba Hydro for the North Central Project and the
projected revenues from that project as well?

Mr. Brennan: I cannot give you the projected revenues,
but we will get it for you, and what we will do is the
same way we have in the past: we will just make it
available to the committee as a whole. The projected cost
is in the neighbourhood of $150 million though.

Ms. Mihychuk: No doubt northem projects, in
providing access, are an expensive expenditure. One of
the other communities that has been looking to have
access to a line is Shamattawa, and I would like an
update on the status of those negotiations for, is it 60
amp service?—and when we expect that to be provided for
that community.

Mr. Brennan: This is one that Manitoba Hydro was
prepared to put 60 amp service in as soon as the
community wants it. The community is concerned that if
they put the 60 amp service in, they may not get a land
line and certainly a land line going into Shamattawa is
extremely expensive for the revenue that would be
received from that community, and I think it is a horrible
situation that the people will not decide to take 60 amp
service. Having said that, it is their decision. I feel bad
for them, but as soon as they want it, we will provide it.

Ms. Mihychuk: In general I want to go back into the
status of Manitoba Hydro. From the presentation that
you have presented, it looks that once again Manitobans
have the lowest residential rates in America. Would that
be confirmed?

Mr. Brennan: I think for the most part that is correct.

Ms. Mihychuk: Can you tell the committee what the
recommendation was by the Dominion Bond Rating for
Manitoba Hydro? Ihadan opportunity to read the report
a couple of years ago which recognized that, and it was
useful to have another agency, another organization,
recognize Manitoba Hydro's position in the industry.
Was that also available in the past year?

Mr. Brennan: I have not seen an extensive review like
they did the time before. The time before, their main
concemn was our high fixed cost levels mainly resulting
from the high debt levels. I think we have been certainly
going into that pretty aggressively, recognizing that if we
go at it really aggressively, it is going to have a negative
impact on our customers. I think we have been pretty
sensitive to that.

Ms. Mihychuk: One of the other things that the
Dominion Bond Rating report mentioned was the high
water rental rates that Manitoba Hydro pays to the
Manitoba government. Can you tell us what the water
rental rates were for the past year, or the amount?

Mr. Brennan: It was between $50 million and $60
million. I will confirm that actual number, but I believe
it is in that neighbourhood.

*(1110)

Ms. Mihychuk: Mr. Brennan, what were the current
charges to Winnipeg Hydro for power?

Mr. Brennan: Can I take a fast look at the annual
report and I will not be wrong? In the fiscal year 1997,
the bill was in the neighbourhood of $50 million, $49.9
million.

Winnipeg Hydro has been able to take advantage
of-we give them their share of the extraprovincial
revenue, so in actual fact their bill came down from $56
million the year before to $49.9 million because of
extraprovincial revenues.

Ms. Mihychuk: Can you translate that into the amount
per kilowatt-hour?

Mr. Brennan: It would have come down as a result of
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the high flows, but I believe it is in the neighbourhood of
3.5 to 3.8 cents a kilowatt-hour.

Ms. Mihychuk: What are the current charges that we
levy to you as customers?

Mr. Brennan: It depends on the type of customer. If it
is a firm sale customer, it would be more than that. If it
is certainly more than an industrial customer and if it is
an interruptible customer that we can cut off when we do
not have the water or when people within Manitoba
require it, it would be less than that, than an industrial
customer.

Ms. Mihychuk: So when we are exporting power, we
are charging basically about the same rate?

Mr. Brennan: It depends on the type of customer. We
have two types of customers, one of which is a firm
customer where we actually have a situation where there
is like a contract to supply a certain amount of power. In
that case we get a good return because they are usually
paying the cost of our facilities that are in place, and they
would pay a rate that is higher than an industrial
customer. If; in fact, we are just selling power that is a
surplus to our requirements and is available on an
interruptible basis, that would be less. That is just the
terms of condition.

We have not come up with a rate program within
Manitoba that allows our industrial customers to get the
same rate as our extraprovincial customers. So if we got
this surplus power available, we can now sell it to people
within the province on the same terms and conditions. If
our load goesup and itis a cold day, we can cut off those
customers.

Ms. Mihychuk: What is the average cost to, let us say,
a person in Minneapolis for power on a kilowatt-per-hour
basis?

Mr. Brennan: I do not have the exact cost, but I will
get it for you, and it is significantly more than a customer
in Manitoba.

Ms. Mihychuk: The recent bill that we passed, Bill 55,
was allowed for deregulation. One of the concems that
people have is that, in fact, we are now going to be
competing in an open market, and this will impact on our

rates, that our rates will by neccssity move up. Do you
see that in the future for Manitoba customers?

Mr. Brennan: When we looked at the recommendations
from Manitoba Hydro to the government regarding the
changes to that bill, we were very, very concemed as to
what the options were. We could open it up on a retail
basis, which we felt would allow our rates within
Manitoba to go up and allow Manitoba Hydro to get
revenues at the source where we would get the best
return.

The other option was for Manitoba Hydro to retain the
obligation to serve anybody within the province but only
keep it on a wholesale basis; therefore, our industrial
customers or some of our better customers could not be
cherry picked, if you will, leaving Manitoba Hydro with
Jjust the bad customers or the more expensive customers
to serve.

We were quite pleased with the fact that we were able
to get that passed in the way we recommended it, and
therefore protect consumers within Manitoba. When we
met with our industrial customers, we convinced them
that this was better than having them in a real
competitive market, and their biggest concem was talking
to some of their head offices and convincing them that a
truly competitive market was not in their interest.
Certainly, they went along with it very well as well, and
I am quite pleased with the way everything worked out,
extremely pleased as a matter of fact.

Ms. Mihychuk: Interms of some of the implications of
Bill 55, it was my understanding that would allow for
more international agreements and other joint venturcs,
and we saw that in your presentation.

Recently, Manitoba Hydro announced its joint venture
with Minneapolis or Minnesota Power utility. Are there
further negotiations or other ventures that Manitoba
Hydro is investigating?

Mr. Brennan: Yes, we would very, very much like to
get into the eastern part of Wisconsin. There are
transmission limitations right now for us to do that, and
we are entered into alliance with Minnesota Power, which
we are quite happy with. They are really good people to
work with, and we are talking about a transmission line
being built from Duluth right down into the southeastern
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part of Wisconsin, and part of that will be Manitoba
Hydro, should the opportunity arise, supplying additional
finn power down into that area. We are also talking to
other utilities about opportunities to get into more
expensive or more costly areas, if you will, where we
would be able to sell power at higher rates. In most
cases, that requires additional transmission, and that is
why alliances arc so important to us.

Ms. Mihychuk: Manitobans take a great deal of pride
in Manitoba Hydro, and I think it is quite clear that it is
a corporation that is very successful. We like to point out
it is a Crown corporation and owned by all Manitobans,
but it must also be viewed intemationally as an extremely
attractive corporation that many would like to perhaps
obtain. Has there been any interest by other energy
companies in acquiring Manitoba Hydro?

Mr. Brennan: Nobody has talked to me about that.

Ms. Mihychuk: Mr. Chainman, could I direct my
question to the Minister responsible for Manitoba Hydro?
Is he aware of any interest by energy companies in
obtaining Manitoba Hydro?

Mr. Newman: The only situationthat I am aware of that
was discussed came out of Premier Romanow, and that
was in relation to SaskPower being interested in some
sort of arrangement with Manitoba Hydro and MTS.

* (1120)

Ms. Mihychuk: That was, I believe, a year or two ago
that that was looked at. Is that still on the table, and is
Manitoba Hydro in negotiations with Saskatchewan in
that project?

Mr. Newman: That is something that Mr. Brennan
would be able to deal with. I have had no discussions
with the minister in Saskatchewan or the govemment or
with SaskPower.

Ms. Mihychuk: I would like to direct the question to
Mr. Brennan.

Mr. Brennan: We have been talking to SaskPower
regarding the possibility of doing things together that
would result in efficiencies within Manitoba Hydro and
SaskPower, and we think there arc opportunities there.

In addition to that, we have been talking to them about
the possibility and trying to meet some of their future
requirements on a firm basis. In terins of one utility
buying the other utility, we have not done anything of any
consequence at all.

Ms. Mihychuk: One of our other neighbours is in what
looks to be a serious energy crisis, and that is Ontario.
Has Manitoba Hydro explored the opportunities in
Ontario for providing power?

Mr. Brennan: One of the problems Manitoba Hydro
has, and it is not a very serious problem, but it certainly
1S an issue, is that we committed ourselves to selling
Ontario Hydro 200 megawatts of power at a relatively
high load factor starting in the fall of '98 for five years.
That takes up a great deal of our transmission capability
into northwestem Ontario, but we do see opportunities
there.

We are looking at seeing what we can do to increase
our transmission export capability, and we are talking to
some of the municipalities, as a group, within
northwestem Ontario. That is a very, very changing
market, but it clearly is an opportunity for Manitoba
Hydro, and we are going to have to sit back and make
sure we plan for the year 2000, if not before, so we can
take advantage of those opportunities. I think we are
really well fixed to do it. But we are certainly aware of
them and will try to take advantage of it. We are also
talking to the utilities, both Ontario Hydro as well as the
municipal utilities in northwestem Ontario, on a regular
basis.

Ms. Mihychuk: The transmission line—that would be
upgraded or would a new line be needed to provide that
type of power to Ontario?

Mr. Brennan: We right now have three transmission
lines going into Ontario, and the rating of them is about
300 megawatts, and it would require a combination of
events, depending on how much capability you want to
go into Ontario. We would not make the expenditure of
new transmission facilities unless there was a positive
retum. So we need the return identified before we would
make those expenditures.

Ms. Mihychuk: Then I take from that that you are in
negotiations to try and secure that return, and if that is



February 24, 1998

LEGISLATIVE ASSEMBLY OF MANITOBA 15

positive, when would we see that capital project moving
along?

Mr. Brennan: At this point, there is nothing very firm.
We are continuing to talk to them, and I think it just
depends which opportunity is taken advantage of, but we
do believe there are opportunities. I think it is pretty hard
for me to say, to put an exact date on it.

Ms. Mihychuk: One of the things that was quite
noticeable is the projected loss of revenue next year. We
are looking at perhaps $85 million in revenue this year,
and next year I think it drops down to about $50 million,
if I remember correctly. What is the rationale for that
projected loss, and are there significant capital projects
coming on board, or why is there such a difference
between the projections?

Mr. Brennan: Well, we are projecting $85 million in
the current fiscal year and then it drops down to $51
million, so that is a decrease of $33 million.
Extraprovincial revenue is a result of going back to
average flows. It takes in about 20 of that right off the
top. So then we have finance expense going up and
depreciation as a result of our capital spending impacting
the bottom line as well. Our operating and administrative
expenses remain relatively constant, so we have
extraprovincial coming down by 20 with the rest being
taken care of for the most part by depreciation and the
charges going up as well as interest on those facilities.
Our capital spending is in the neighbourhood of about
$250 million to $275 million a year.

Ms. Mihychuk: When we are looking at extraprovincial
sales, I would like to inquire about the status of the
lawsuit with Ontario Hydro over the Conawapa
cancellation.

Mr. Brennan: This is extremely hard for me to talk
about inasmuch as it is before the courts. It is before the
courts. It is going relatively slowly and I do not know if
there is much more I can say to that.

Ms. Mihychuk: Is it possible to lay out what we expect
or what we have paid already in terms of this dispute, and
how much we project the legal bill to be over this
Conawapa cancellation?

Mr. Brennan: Certainly, we can provide you what it

has cost to date. [ can estimate it to be between the
neighbourhood of -1 think it is approximately $900,000
so far. It is in that neighbourhood and I will confirm that
number for you, but the future depends upon how long it
takes to get a result.

Ms. Mihychuk: One of the things we were in the midst
of, I believe, is an environmental assessment of the
Conawapa project on the Hudson Bay system. What
would be the projected costs to complete or do that
comprehensive environmental assessment?

Mr. Brennan: I do not believe we were involved in an
environmental review of the Hudson Bay situation at all.
I thought the review was only the environmental impacts
associated with the project we were building.

Ms. Mihychuk: Perhaps Mr. Brennan could explain
that, and in terms of the Conawapa project, what type of
environmental assessment had been conducted?

Mr. Brennan: We have done all the various types of
environmental studies that have to be updated now,
should any conditions have changed, but we have tried to
determine what all the impacts of that facility being
placed in our system would have, and for the most part I
believe they are all public, but I could look into that.
They were all discussed. I am not sure at what point we
finally had everything at, but the majority of our studies
were pretty well completed.

Ms. Mihychuk: Would you say that from Hydro's
perspective all the environmental assessment work has
been completed for the Conawapa project, and it would
still be valid today or in the recent future?

Mr. Brennan: I think we would want to update them
and make sure that everything is current, especially as it
relates to the transmission line, probably, in that if there
are various demands placed on those resources in that
area, we would have to consider that and just where the
line fit in. In addition, we would probably have to go
back to the generating facility as well just to make sure
everything was current.

Ms. Mihychuk: Can Mr. Brennan give us the projected
cost to build Conawapa today on a similar scale as it was
in '89? What would be the cost of Conawapa today?
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Mr. Brennan: For me to give you that-I could give you
the base costs—it depends on what year you would place
it in service, and then we would add the appropriate
amount of inflation and interest to that. It is going to be
a fluctuating number depending on what year you want it
into service, and we would use our corporate inflation
and interest rates, escalation rates and interest rates to
apply to that and give you a number. We could give you
the number for whatever year you wanted to place it in
service, appreciating it would take 10 to 12 years to go
through the environmental process and actually build it.
So if you give me those dates, I could take it from there
and give you a number.

* (1130)

Ms. Mihychuk: I would appreciate it if we decided now
to go ahead with the project and if we estimated it would
take 10 years to build, if we could look at something in
approximate numbers for the cost, I would very much
appreciate that.

Further, I would like to ask if consideration was
given—and I direct the question to the minister—to give the
go-ahead for the Conawapa project seeing the number of
opportunities that Manitoba Hydro has in terms of a
number of export sales.

Mr. Newman: No detailed consideration has been given
to that, no.

Ms. Mihychuk: To the minister, the govemment's
policy in the past has been that there will be no further
capital construction by Manitoba Hydro of any significant
measure. Is that policy still in effect by the government
of the day?

Mr. Newman: I think that policy is open for review at
any time, and I am not even sure it is a-“policy” might be
too strong a word.
Mr. Chairperson: Before |
Mihychuk—Mr. Brennan.

recognize Ms.

Mr. Brennan: Manitoba Hydro is not operating under
that policy. Right now Manitoba Hydro is operating on
the basis of we would make a recommendation to the
board of Manitoba Hydro and the government, from a
management perspective, based on what opportunities

became available to us. If] in fact, they required some
new generation, we would then make the recommendation
to both the board and the government of the day and let
them deal with the particular issue, but from a
management perspective we would look at what is best
for Manitoba Hydro.

Ms. Mihychuk: Well, I guess that leads into the
question of, from Manitoba Hydro's perspective, do you
see that the Conawapa project would be an asset to
Manitoba Hydro in terms of export sales and further
development?

Mr. Brennan: It certainly would. What we would have
to do is make sure that the ratepayers in Manitoba can
carry it, and what we need is a firm sale to do that. A
firm sale requires a major transmission coming down
from the North as well as the plant, and we would have
to have a great deal of revenue to cover those carrying
costs. Conawapa, of course, is not the only plant in the
system that would support a sale, and we would make
sure that if we came across a firm sale that was in the
interests of Manitoba Hydro, we would look at the best
option. It may, in fact, not be Conawapa just because of
the size of Conawapa. One other thing that is going to
bring out when I give you the cost for the generating
facility, I would also have to give you the cost of the
transmission facilities to get it down.

Ms. Mihychuk: Recently we have had a number of
signings of northem flood agreements, and I wanted to
talk about the Norway House agreement that was signed
last month. Somewhat controversial was the fact that
there was a vote, a referendum, in the community. It did
not pass all requirements, and a second vote, a second
referendum, was called for Norway House. What was the
involvement of Manitoba Hydro in that calling for the
second referendum?

Mr. Brennan: We gave our opinion as to whether there
should be a sccond vote or not, and we clearly thought
there should be.

Ms. Mihychuk: Was this a recommendation from
Manitoba Hydro, or was this provided to the
government? Was it a govemment initiative or a
Manitoba Hydro initiative to call for a second
referendum?
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Mr. Brennan: This is an agreement that was negotiated
by all four parties to the agreement, and so it was a
decision of all four parties, not just Manitoba Hydro. It
was not one that anybody was directed to do anything. It
was just a discussion that ended up just being what was
viewed to be in the best interest of the community.

Ms. Mihychuk: The situation is still up in the air in
terms of that, because I understand that there is a
considerable number of people involved in Norway
House who are actually suing or in court about the second
referendum. Even in today's paper-I believe it was
today's paper—it was cited as an example of the way not
to do business; if you do not like the results of a
referendum, you call a second one.

Was consideration given for the negative impact of, for
instance, going for a second referendum? The impacts to
that community are long term, as I see it. Perhaps this
question is better directed to the minister.

Mr. Newman: What is the question?

Ms. Mihychuk: The question is the decision to go for
a second referendum has serious impacts on the
community and, I would argue, legal and political
consequences for calling for a second referendum, and |
am wondering if the government gave due consideration
to that when they went ahead with the decision to do a
second referendum.

Mr. Newman: The short answer is yes. The more
complete answer is the chief and council, after the initial
vote was lost—even though a substantial majority of band
members had voted in favour of the comprehensive
agreement, there were some questions about the process,
alot of the details, the numbers, eligible voters, a whole
variety of issues, and the band and the chief and council
were very concemed that the will of the people be
reflected and that a legitimate vote take place in a forum
that was agreed to by all the parties to the agreement.

The federal minister under the Indian Act had certain
discretionary powers about a re-vote, and with the
approval of all the parties to the agreement, another vote
was held which confirmed that a substantial majority of
band members did want this particular agreement.

You must appreciate the consultation process of the

chiefand council with band members was very extensive
and took place over a substantial period of time. A
lawsuit was brought in the form of an injunction, seeking
an injunction to restrain the vote proceeding or the results
of the vote being implemented and went to the federal
court. I believe it was November 25 of 1996 the federal
court judge dismissed the injunction and confirmed that
everything had been done in an appropriate way, and after
that the parties signed the agreement.

Quite frankly, I think the treatment in the media, which
I have heard both on CBC and in the Free Press in an
article and in an editorial, is very unfair to Minister
Stewart and is very unfair to Hydro and very unfair to the
province in terms of the treatment. It is a one-sided
version of events by the dissidents of Norway House who
are unhappy with the result who reflect a substantial
minority, but they have every right to appeal the decision
of the federal court, and they have done that. That is, as
I understand it, yet to be determined.

Ms. Mihychuk: The neighbouring community next to
Norway House is Cross Lake. Can the minister report on
the status of negotiations with Cross Lake in terms of the
Northem Flood Agreement?

Mr. Newman: Thestatus of the negotiations is that they
are at an end because the chief and council have asked
that they terminate, and we will respect whatever decision
the chief and council make. It means that is a reversion
back to the-or a continuation of the processes under the
Northemn Flood Agreement passed in 1977. If that is the
will of the band members through their chief and council,
we will respect that. Even though we may be of the view
that that is not in their best interests, that is not for us to
impose. It is for them to decide in their own democratic
processes.

* (1140)

Ms. Mihychuk: One of the other communities that is in
negotiations with Hydro is the South Indian Lake
fishermen. [ understand that water levels were raised
dramatically to try and deal with the flooding last year.
What is the status of those negotiations now with the
South Indian Lake fishermen?

Mr. Brennan: [ would like to just say one thing. I think
the minister mentioned that the federal court decision was
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in November of '96. I believe that was November of '97.

Back to South Indian Lake. We have had a series of
agreements in the past with the community of South
Indian Lake, I believe both in terms of agreements as
well as infrastructure work we have done with the
community. I believe we have spent something in the
neighbourhood of $30 million, and that includes a couple
of agreements, some with the fishermen directly to take
care of their fishing problems both in the past and the
current and the future. So I think we have dealt with
them in a reasonably fair way.

The fact that we have operated the plant outside the
licence or the facilities outside the licence is not correct.
Everything we did was within the licence. We did
experience some difficulty with the fishermen, and we are
in the process of talking to them. Their fish catch went
down this year, and as well as that, the last three years,
their fish catches were record catches, and the quality of
the fish was good as well.

So the fishing, despite the fact we have compensated
for it, has retumed in the community and has actually
been better than what it was before our facilities took
place, and there are more fishermen. Having said that,
we are in the process of talking to them to see if there is
anything that Manitoba Hydro did wrong or could have
done differently to help these particular people, and those
discussions are ongoing.

Ms. Mihychuk: I understand that it is within the
licence, that Hydro did not exceed it, however, that water
levels were raised beyond what was normal or had been
recorded since the hydro development in that area. One
of the complaints is that there was a significant
breakdown in communication, that people were not
prepared for the rise in water level. [ would just like to,
for the record, I guess, urge Manitoba Hydro to be much
more proactive in terms of the communities that are being
impacted—in this case, we saw South Indian Lake have
some very serious consequences of very rapid lake level
rising-and that Manitoba Hydro recognize their
responsibility in that and take the lead and compensate
those people, because I think that perhaps if notice was
given, there may have been a possibility to minimize the
damage.

My question is: not only the fishermen were impacted,

the whole community was impacted, and are negotiations
now being conducted with the community of South Indian
Lake in those regards?

Mr. Brennan: We do agree with you that
communication certainly could have been approved
dramatically, and we have worked within Manitoba
Hydro to correct that. We are not very happy about the
way we did communicate with the community. The real
concemn was we let water out of South Indian Lake in a
very short period of time and the quantities went up
dramatically down the Churchill River. So anybody
fishing on the Churchill River or any of the lakes leading
into the Churchill River were caused a great deal of
difficulty and certainly frustration in that the levels south
of, well, I guess it would be east of South Indian Lake,
were in a great deal of difficulty. We went out, when we
were doing it, communication was on a weekend and
stuff-these are all excuses, by the way, because we
clearly should have communicated with the people much
better than we did that live right in the community.

We did communicate by helicopter with all the people
that were on the river itself. So all those people were
notified, but they did not have a great deal of time to react
to it, like the increased flows were coming down in a
relatively short period of time. Any damage we did to
those people of any sort, we have agreed to compensate
those people for.

Ms. Mihychuk: Just to sort of get the statistics, what is
the actual water level of South Indian Lake today?

Mr. Brennan: We can regulate up to the maximum of
847.5, and I believe it is just below 847, but I will have
to check that as well.

Ms. Mihychuk: One of the problems again with the
warm weather is the access to—it is called— safe ice trails.
Perhaps what I am trying to say is that is it only El Nino
that is having an impact here, or is Manitoba Hydro also
one of the reasons for making these safe ice trails less
passable? There was a recent announcement on February
19 that people in the South Indian Lake resource area
were advised not to use these trails anymore, and it
impacts very significantly on trapping and transportation
in that area.

Mr. Brennan: I would assumeand I will check into that
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particular example that you gave. We advised them not
to use it on the basis that it was not safe, and I think it
was Manitoba Hydro recognizing the fact that some of
these routes were not safe, that we wanted to make sure
people knew that as soon as possible, so that nothing
untoward could happen.

Ms. Mihychuk: It is my understanding that my
colleague Mr. Sale has some questions, and I would like
to tum over that opportunity to him.

Mr. Chairperson: Ihave previous requests before Mr.
Sale. Irecognize Mr. Helwer for a question.

Mr. Helwer: Mr. Chairman, I just have the one
question. Perhaps Mr. Brennan can help me out here. In
light of the erosion that has taken place along Lake
Winnipeg, on both sides of the lake this past year, in
consideration of the storms we have had, the wind and
also the flood, and Manitoba Hydro has a licence to
operate the lake level at approximately 715 feet. If the
lake were lowered to, say, 713 or 714, what effect would
this have on Manitoba Hydro's generating capabilities?

Mr. Brennan: We have estimated what the cost of that
would be to Manitoba Hydro, and it would be in the
hundreds of millions of dollars. In addition to that we do
not believe that reducing the level of the lake by one foot
would stop erosion in any event. We believe erosion
would continue, and it would continue in those areas that
do not have the right type of protection. This whole
question of Lake Winnipeg is very much of a serious
concern to Manitoba Hydro and the cottage owners, of
course, or any property owner certainly has the greatest
concemn, and it is hard to feel for those people because I
know how I would feel if my cottage was impacted. I
think this is something w