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1 --- Upon commencing at 9:03 a.m.

2

3                THE CHAIRPERSON:   Good morning, ladies

4 and gentlemen, bonjour.  Welcome to the first day of

5 the oral evidentiary portion of the Public Utilities

6 Board's hearing with respect to a review of the Needs

7 For and Alternatives To Manitoba Hydro's Preferred

8 Development Plan.

9                Manitoba Hydro's Preferred Development

10 Plan includes the Keeyask and the Conawapa genera --

11 generating stations, as well as the several -- as well

12 as several export agreements, together with associated

13 transmission, both in Manitoba and the United States.

14                You will hear repeatedly the acronym

15 'NFAT' used to describe the -- this public hearing,

16 'NFAT' being an abb -- an abbreviation for 'Needs For

17 and Alternatives To'.  While today is the first day of

18 the oral evidence, today is not the first day of the

19 process implemented by the Public Utilities Board to

20 consider this NFAT.  Let me expand on that comment for

21 the benefit of those who have not been actively

22 involved in the NFAT process.

23                On January 13th, 2011, the Government of

24 Manitoba notified Manitoba Hydro of the government's

25 intention to carry out a public NFAT review of Manitoba
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1 Hydro's proposed Preferred Development Plan.  On

2 November 15th, 2012, the Minister of Innovation,

3 Energy, and Mines announced that the Government of

4 Manitoba had asked the PUB to conduct this NFAT.

5                On April 25th, 2013, the PUB received

6 terms of reference from the Province of Manitoba for

7 the conduct of the NFAT.  On April 25th, 2013, the

8 Board also released its public notice inviting

9 Intervenors and the public to participate in the

10 process.  A reminder public notice was also issued on

11 January 27, 2014, advising the public of the hearing

12 and seeking further public participation.

13                On August 16th, 2013, Manitoba Hydro

14 filed its NFAT business case and supporting materials.

15 Those materials are available on the Board's website,

16 as are other NFAT-related documents.  Since August

17 16th, 2013, the PUB has established a procedure for

18 conducting the NFAT.  That procedure included approving

19 five (5) Intervenors and eight (8) independent expert

20 consultants to assist the Board in its review.

21                There have been thousands of written

22 questions posed in respect of the written evidence that

23 has been filed.  Manitoba Hydro has responded to many -

24 - to as many of the written questions as its resources

25 permitted.  Likewise, the Intervenors and the
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1 independent consultants have also responded to written

2 requests.  Most of this information is available to the

3 public through the PUB's NFAT website, as well as an

4 NFAT website maintained by Manitoba Hydro.

5                There is, however, some information that

6 has been deemed commercially -- commercially sensitive.

7 For example, you will note that several of the reports

8 filed by the independent expert consultants contain

9 redactions of commercially sensitive information.

10                That leads us to today as we begin the

11 oral evidentiary phase of the NFAT hearing.  We're

12 going to hear from Manitoba Hydro's witnesses over the

13 next four (4) weeks, followed by three (3) weeks of

14 testimony by the independent expert consultants in

15 April, and then another three (3) weeks of Intervenors'

16 expert witnesses.  The Board hear -- the Board expects

17 to hear closing submissions from the parties in May.

18 The government has requested a report from the Board by

19 June 20th, 2014.

20                With that brief background, let me turn

21 to introductions, starting with my colleagues on this

22 NFAT hearing panel.  I'm pleased to be joined by

23 Marilyn Kapitany, to my extreme right; Larry Soldier,

24 to my extreme left; Rick Bel, on my -- my immediate

25 right; and Dr. Hugh Grant on my immediate left.
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1                I just wanted to notify that sing -- I

2 just wanted to notify that we have a couple of

3 visitors, Board members from the PUB sitting at the

4 back: Ms. Karen Botte, who is the vice Chair, and Ms.

5 Anita Neville, who are attending today.  Also assisting

6 the Board are its executive director Hollis Singh; the

7 associate Board secretary Kurt Simonsen; the project

8 manager Josee Lemoine, assisted by Nikita McCray

9 (phonetic); and regulatory assistants Nancy-Anne Cribbs

10 and Diana Villegas.

11                The Board is also assisted by its

12 technical and ledal -- and legal advisors, who I'll ask

13 the Board counsel, Mr. Peters, to introduce in a few

14 minutes.

15                Members of the public unable to be at

16 the hearing can following this hearing by reading daily

17 transcripts that will be published on the NFAT website.

18 The Board's mandate set out in the terms of reference

19 were issued by the government by way of its order in

20 council.  I have asked that paper pop -- paper copies

21 of the terms of reference be made available at the back

22 of the hearing room.  They are also available on the

23 PUB website.

24                The terms of reference request a report

25 to be provided no later than June 20th, 2014.  The
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1 report is to include recommendations to the Government

2 of Manitoba on the needs for Manitoba Hydro's Preferred

3 Development Plan and an overall assessment as to

4 whether or not that plan is in the best long-term

5 interest of the Province of Manitoba when compared to

6 other options and alternatives.

7                The terms of reference set out further

8 details as to the items that this Board will address.

9 And for those of you who have not reviewed them, please

10 take a copy or review the document online.

11                The public has been invited to provide

12 input and comment on Manitoba Hydro's plan.  Several

13 citizens and organizations have submitted written

14 presentations to the Board, and copies of all of those

15 are available on the Board's website.

16                Additionally, the Board has heard from

17 presenters on February 27th, 2014, when they appeared

18 in this room to make oral presentations to the Board.

19 We thank all of them for their comments.  Should the

20 Board receive additional requests from citizens and

21 organizations to appear and make oral presentations, we

22 plan to schedule those presentations at mutually

23 available times during the hearing days.

24                Both the written and oral presentations

25 will be transcribed onto the transcript record of this
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1 proceeding and will be available on the Board's

2 website.

3                At this time I'll ask the Board counsel,

4 M. Peters, to provide his opening comments, as well as

5 introductions and an indication of the proceeding for

6 today.         M. Peters...?

7                MR. BOB PETERS:   Thank you, and good

8 morning, Mr. Chairman.  Good morning Board member

9 Kapitany, Board member Soldier, Board member Bel, and

10 Board member Dr. Grant.  Good morning, ladies and

11 gentlemen.

12                For the record, my name is Bob Peters.

13 And together with my colleague, Sven Hombach, seated to

14 my far left, we appear today as legal counsel to the

15 Public Utilities Boards NFAT Review Panel.  The Board

16 is also assisted by its engineer advisor Larry Buhr, of

17 LAB Consulting, on my right, and by Roger Cathcart, of

18 Cathcart Advisors, who is the accounting advisor to the

19 Board seated on my left; and also assisted by Margaret

20 Smith seated across the room.

21                As the Chairman has indicated, today the

22 Public Utilities Board begins a hearing that will span

23 the months of March, April, and May of 2014.  Today the

24 Board will hear from Manitoba Hydro's president and

25 chief executive officer Mr. Scott Thomson in the
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1 morning.  The late afternoon is reserved for

2 introductory comments by Mr. Ed Wojczynski, also of

3 Manitoba Hydro.  And over the next four (4) weeks you

4 will hear from four (4) different Manitoba Hydro panels

5 of witnesses.

6                There is a timetable that, with the

7 input and cooperation of all parties, has been prepared

8 and circulated.  Extra copies are at the back of the

9 hearing room, as well as being available on the Board's

10 website.  Both the order of witnesses and witness

11 panels, as well as the order of cross-examinations, are

12 set out on the timetable.

13                Following Manitoba Hydro's witness

14 panels, there will be the eight (8) independent expert

15 consultants that have been engaged pursuant to the

16 terms of reference to assist the Board.  Following the

17 independent expert consultants, there will be

18 approximately twenty (20) witnesses on behalf of the

19 five (5) Intervenors in this proceedings.  And

20 additionally scheduled by the Intervenors, there is one

21 (1) panel of ratepayers, and also one (1) panel of

22 First Nations Elders.

23                Mr. Chairman, Board members, ladies and

24 gentleman, there is one (1) new procedural note that

25 the Chairman made mention of that must be raised.  And
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1 that relates to commercially sensitive information, or

2 the acronym as we've given it, CSI.

3                The terms of reference direct the Board

4 panel to conduct the NFAT in a transparent and public

5 process.  The terms of reference also require the PUB

6 panel to ensure there is adequate protection of any

7 information the disclosure of which may reasonably be

8 expected to cause undue financial loss to Manitoba

9 Hydro or any of its contractual counterparties, or harm

10 significantly Hydro's, its contractual counterparties',

11 or domestic customers' competitive positions.

12                So to balance those objectives in terms

13 -- that are in the terms of reference, some information

14 filed by Manitoba Hydro and the independent expert

15 consultants has only been filed in confidence with the

16 Board and those persons who have signed non-disclosure

17 agreements.  Those CSI documents are not on the public

18 record.

19                When it comes time to ask questions of

20 Manitoba Hydro and the independent expert consultants

21 on that commercially sensitive information, the Board

22 will invoke an in-camera session, where only persons --

23 the only persons permitted to stay in the hearing room

24 and to see the documents and to listen to the questions

25 and answers are those people who have signed the non-
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1 disclosure agreements.

2                The timetable that was up on the

3 computer screens moments ago has included in-camera

4 sessions for Manitoba Hydro's witness panels as well as

5 the independent expert consultants.  You see that the

6 CSI sessions generally follow immediately after the

7 public sessions for any given panel or for any given

8 witness.

9                Now, this morning, Mr. Chairman,

10 following my comments, I suggest you call on the

11 Intervenors and the IECs for their opening comments

12 through their legal counsel.  After hearing from the

13 Intervenors and IEC counsel, I suggest the Board call

14 on counsel for Manitoba Hydro for any opening comments

15 and introductions.

16                Now, in terms of Intervenors, the Board

17 will hear from the Consumers' Association of Canada

18 (Manitoba) Inc., often referred to as CAC, and they

19 will hear through its counsel, Mr. Williams and Ms.

20 Menzies, seated across the room.

21                The Green Action Centre, or GAC, is

22 represented by its counsel, Mr. Gange, who I saw here

23 today with Dr. Miller.

24                I also see that Manitoba Industrial

25 Power Users Group will be represented through its
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1 counsel, Mr. Antoine Hacault, seated at the front row,

2 together with his consultant, Mr. Bowman.

3                Manitoba Keewatinowi Okimakanak, or

4 abbreviated with permission as MKO, will be represented

5 through its newly minted counsel, Mr.  George Orle.

6 And we welcome him to the hearing room.  He is seated

7 across the room beside Mr. Michael Anderson.

8                The Manitoba Metis Federation is present

9 today and represented through its counsel, Ms. Jessica

10 Saunders, who will appear as well as with her

11 colleague, Mr. Marks.

12                The independent legal counsel for the

13 eight (8) independent expert consultants is Mr.

14 Christian Monnin and Mr. Michael Weinstein.  They are

15 across the room also, and they too should be offered an

16 opportunity for any opening remarks this morning.

17                And for those who are regularly in the

18 Board hearing, I would be remiss if I did not mention

19 the technology that will assist the panel and the

20 parties in this NFAT.  With the able assistance of Ms.

21 Cribbs and Ms. Villegas, documents and exhibits are to

22 be converted to searchable PDFs with bookmarks and

23 emailed to the Board, complete with the intended

24 exhibit number that they be given.

25                Those exhibits will be added to the
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1 electronic exhibit list and be available to be shown on

2 the monitors on request of counsel.  Anyone with

3 questions about this procedure should see Ms. Cribbs or

4 Ms. Villegas or, alternatively, Ms. Lemoine, project

5 manager for the NFAT.

6                The electronic technology in the hearing

7 room is intended to make it easy for all parties to

8 view the written evidence being discussed.

9 Accordingly, we ask that if a party is examining on or

10 providing testimony with respect to a specific

11 document, counsel clearly state which document they are

12 referring to, perhaps by exhibit number, so it can be

13 put up on the screen.

14                Counsel are also welcome to file paper

15 books of documents, but we would ask all parties that

16 any documents filed with the Board also be provided the

17 day before they are intended to be used as searchable

18 PDFs so they can be uploaded.

19                Mr. Chairman and Board members, the

20 evidence of the witnesses is to assist the panel.  And

21 so if at any time a question is asked or a question is

22 answered such that any of you want clarification, you

23 are invited to please interrupt and seek clarification.

24 All parties recognize the importance of your questions.

25                And, panel members, should there be
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1 technology issues or glitches, we will request your

2 patience as we work through them.  I will indicate that

3 the exhibit list is now electronic, and is on the

4 Board's website to be updated daily.

5                The Board itself keeps a hyperlinked

6 version, so persons in the hearing room can follow

7 along with those of us seeing the documents on the

8 monitors.  If anyone should wish to have access to the

9 hyperlinked version, the Board should be able to

10 provide you with a copy with the proviso that the list

11 will likely be updated in real time and on a daily

12 basis.  So as such, it will change.

13                Mr. Chairman, Board members, lastly, the

14 outline of procedures, as we have gotten to know over

15 the years, is now contained on the timetable document

16 that has been circulated.  The planned witness panels

17 and cross-examinations are mapped out on the -- on the

18 timetable by date and by party.

19                And so, Mr. Chairman, in your opening

20 remarks you asked about the plans for today.  And as a

21 reminder, following my comments, each Intervenor and

22 IEC counsel should have a brief opportunity for opening

23 remarks before Manitoba Hydro is called on for its

24 opening comments and introductions.  As I indicated, we

25 expect Manitoba Hydro will introduce its president and
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1 CEO, who has his own opening comments and is available

2 to answer questions from the parties today.

3                Later today, and following Manitoba

4 Hydro's president's testimony, we expect Manitoba Hydro

5 will introduce Mr. Wojczynski, who will map out

6 Manitoba Hydro's plans for presenting its evidence to

7 the Board.  Mr. Wojczynski will not be cross-examined

8 immediately following his remarks, but I understand

9 he'll be available on other Manitoba Hydro panel --

10 witness panels and available to address questions on

11 the subject matter of those other panels that he may

12 speak to in his comments today.

13                Starting tomorrow, Manitoba Hydro plans

14 to introduce its first witness panel to address issues

15 of load forecasting and demand-side management.  And

16 with that, Mr. Chairman, and subject to any questions

17 you may have for me, I suggest you call on the

18 Intervenors, starting with the Consumers' Association

19 of Canada (Manitoba)'s legal counsel, Mr. Williams.

20 Thank you.

21                THE CHAIRPERSON:   Bonjour, M. Williams.

22 How are you today?

23

24 OPENING COMMENTS BY CAC (MANITOBA):

25                MR. BYRON WILLIAMS:   Good morning, Mr.
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1 Chair.  And we're going to have some technical glitches

2 right off the bat.  I'm doing quite well.  I'm a little

3 traumatized with the new technology, but my colleague,

4 Ms. Menzies -- we're just -- we have a PowerPoint and

5 we're just seeing how well it's going to work.  It

6 worked well in practice.

7

8                       (BRIEF PAUSE)

9

10                MR. BYRON WILLIAMS:   It's actually a --

11 a rhetorical technique to raise the tension as you wait

12 for the PowerPoint to appear.  There we go.  Good

13 morning, members of the panel.  And, for the court

14 reporter, is the sound okay?  Okay.  Mr. Peters did an

15 outstanding job of introducing persons in the room.  He

16 -- he missed my client, Ms. Desorcy, who's hiding

17 around the corner, and I'm not sure if all of the panel

18 members can -- can see her.  But I want to assure you,

19 she is here looking very carefully over my shoulders.

20                And one of the unique terms of my

21 retainer with CAC (Manitoba) is that as a former -- a

22 son of a -- a family farmer who grew up on a farm, I

23 always have to be able to make one (1) farm reference

24 in the course of a hearing.  And our client's

25 presentation, not made in jest, is titled:
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1                   "Betting the Farm on Keeyask and

2                   Conawapa: Risk and Affordability In

3                   an Era of Uncertainty."

4                And it's nice to see Mr. Wojczynski

5 here, because it was almost ten (10) years ago to the

6 day that we sat in a larger room at the Convention

7 Centre and we started the NFAT related to Wuskwatim.

8 And things seemed so easy then.  Manitoba Hydro was

9 about to embark upon a bold new adventure with its

10 partner from the Nisichawayasihk Cree.  And we were

11 confident that Hydro would manage its costs and, with

12 its partner, would reap the rewards of the lucrative

13 opportunities in the export market.

14                With the benefit of hindsight, we were

15 all seized with a collective hubris that Hydro could

16 master both its own costs and the intrinsic challenges

17 of a dynamic marketplace.  And when you look at this

18 page of the PowerPoint, you can see that confidence

19 reflected in the -- in this transcript from day 1 of

20 the hearing.

21                We were told it was a relatively low-

22 risk pra -- project, with the economics being very

23 robes -- robust with respect to risk factors.  And we

24 were told, Don't worry about what happens when we have

25 the high export prices.  Even with the low range of
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1 export prices for -- forecast, we've still got a good

2 project.

3                So easy it seemed back then.  And even

4 four (4) years ago, we were at another general rate

5 application, the 2011/12 General Rate Application, and

6 we were told then we'd have a bit of a bump, that the -

7 - that this decade, the '10s, would be the decade of

8 investment.  We'd make some significant investments and

9 there'd be a little price cost, annual rate increases,

10 less than 3 percent but above the rate of inflation.

11                But in return for that decade of

12 investment, there would be the 2020s, the decade of

13 returns, a magical decrease in our debt/equity ratio,

14 price stability, and rapidly increasing equity.  And

15 you can see there the suggestion that this would be

16 acco -- accomplished with domestic rate increases

17 closely aligned with projected rates of inflation.

18                Oh, for the wist -- wistful year -- days

19 of yesteryear as we take stock in the barrage of bad

20 news from Wuskwatim and the prospect of rate increases

21 double the rate of inflation, not just for this decade

22 but for the next.

23                And that bitter experience raises the

24 most basic but the most fundamental of questions:

25 We're all sure that Manitoba Hydro, like all of us, has
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1 learned something.  But is the analysis of Manitoba

2 Hydro in this proceeding credible?

3                And if one looks at the record to date

4 and focussing on key issues such as export revenues,

5 load forecast, and the analysis of alternatives, CAC

6 (Manitoba) is not the only voice in this room raising

7 concerns, fundamental concerns, about Manitoba Hydro's

8 analytic credibility.

9                This is of significant concern because

10 we're not -- we're now talking about the future, and a

11 future that in our client's view is a future with

12 unprecedented risks, and to a large degree risks in the

13 American marketplace driven by three (3) major

14 uncertainties.

15                One is what going to happen with long-

16 run environmental policies, with carbon tax being the

17 most important perhaps of them, but other related to

18 coal retirement and transmission expansion.

19                Another significant uncertainty relates

20 to the really quite dramatic changes in low-carbon

21 technologies, the evolution or in some cases the

22 revolution in terms of wind and solar, in terms of

23 their costs, especially in the case of solar.

24                And another uncertainty, another great

25 uncertainty, relates to the long-run price effects of
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1 unconventional gas development, shale gas.  And these

2 factors affect -- certainly they're all in play when we

3 look at the significant amount of revenues that Hydro

4 still has to gain from the spot market, but also

5 certainly the shale gas issues we expect will affect

6 the firm contracts as well.

7                This uncertainty, unpredictability, is

8 flamboyantly captured in the first bullet on this page

9 by Binz et al.  They describe the changes underway in

10 the 21st Century electric power sector as creating a

11 level and complexity of risk that is perhaps

12 unprecedented in the industry's history.

13                More prosaically, the Brattle Group,

14 Hydro's consultant, says, The future seems even more

15 uncertain than usu -- usual.  And so coupled with this

16 period of unprecedented uncertainty is an evolving

17 concern that Manitoba Hydro is still playing a bit of

18 catch-up when it comes to assessing its resource

19 development options.  And certainly from my client's

20 perspective, the absence of treating demand-side

21 management energy efficiency as a legitimate resource

22 option in the business case is a very notable example.

23                And this issue of catch-up is well

24 reflected in the analysis of La Capra Associates who

25 conclude, and this is on -- the third bullet on this
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1 page, that:

2                   "Hydro's review of the alternative

3                   development plans has several

4                   shortcomings, including an --

5                   including an overly narrow range of

6                   potential development plans and the

7                   use of un -- outdated or

8                   inappropriate generation cost

9                   assumptions."

10                So this leads to two (2) critical

11 questions:

12                1.  Is the Hydro plan a robust approach

13 to integrated resource planning, or is it an artifact

14 from a more simple time?

15                And second:  Is Hydro's analysis skewed

16 against certain alternatives?

17                These issues might be less critical for

18 consumers if Hydro did not enjoy a monopoly in the

19 retail sale of power in this province, or if it was a

20 shareholder-owned utility with shareholders prepared to

21 bear the brunt of much of the risk.  But the reality is

22 is that Manitoba Hydro has entered an era of

23 unprecedented uncertainty and investing a very

24 significant sum of money with ratepayers as a primary

25 financial backup.
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1                And CAC (Manitoba) does not appear to be

2 alone in that concern either.  And you look at this

3 very pointed commentary by Morrison Park, they talk

4 about Hydro taking substantial market risks based on

5 expectations or bets about the future.  And noting that

6 while probabilities have been placed on different

7 potential futures, fundamental market risks are

8 necessarily embedded in some resource plans to a far

9 greater extent than in others, with the ultimate degree

10 in the preferred plan; certainly in our client's view.

11                Morrison Park goes on to say that prices

12 will either turn out to be high and ratepayers will

13 benefit, or they will turn out to be low and ratepayers

14 will have to shoulder more of that burden.  Either way,

15 ratepayers can have no certainty in advance, and no

16 choice in the matter.

17                This leads to four (4) additional

18 questions of our client:  Is the gamble of this

19 magnitude in the export market too risky?  Are the

20 risks imposed on ratepayers by Manitoba Hydro

21 appropriate?  Are risks appropriately shared between

22 Hydro -- excuse me, between ratepayers and the

23 province, or is there an inequitable share of risks

24 with too much being shouldered by ratepayers?  Finally,

25 are there less risky alternatives?
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1                And again, our client expresses its

2 regret that the business plan of Manitoba Hydro when

3 filed in August did not integrate DSM or energy

4 efficiency as a supply option.

5                We probably don't talk about the

6 principles of sustainable development enough in these

7 proceedings before the Public Utilities Board.  The

8 Principle 4 is a critically important one.  And it

9 warns us that we should take caution.  We should have

10 particular care, careful regard to decisions whose

11 impacts are not entirely certain, but which on

12 reasonable and well-informed grounds appears to pose --

13 appear to pose serious threats to the economy, the

14 environment, human health, and social well-being.

15                And we've already talked about some of

16 that economic and financial uncertainty, but it's also

17 important to realize that there is a -- some

18 environmental betting going on unde -- and underlaying

19 the Hydro plan.  We all know the importance of reducing

20 greenhouse gasses, ut the reality is that -- that the

21 Nelson River watershed, an already profoundly disturbed

22 watershed, fashe -- faces significant uncertainties and

23 risks related to the Hydro plan.

24                And you see here the insight of Meyers

25 Norris Penny, the independent consultants retained by
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1 the Board.  Flagging the uncertainty related to

2 caribou, both migratory caribou and the SARA's

3 protected summer-resident caribou.  We see the

4 uncertainty flagged by Mias -- Meyer (sic) Norris and

5 Per -- Penny relating to late sturgeon populations, and

6 to -- they're telling us it's difficult to ascertain

7 whether the strategies proposed by Hydro will be

8 sufficient.

9                And then we see the commentary by Dr.

10 Joe Gunn, one (1) of the foremost experts on

11 environmental assessment in -- in our country, saying -

12 - not suggesting for sure, but just saying, If this

13 region and its people are already at a breaking point,

14 there's a profound risk in terms of future development.

15 Powerful wards -- words of warning.

16                And it's perhaps for this reason that

17 after issuing the terms of reference for the Public

18 Utilities Board, that the Province of Manitoba

19 initiated a cumulative regional assess process for the

20 Nelson River watershed.  But it seems extremely

21 unlikely that this panel will have the benefit of that

22 process, that review process, in making its

23 determinations.  So it leaves us with a critical --

24 critical macro-environmental question:  Can the Nelson

25 River sustain further hydro development?
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1                On the next page, I -- I haven't set out

2 the principles, relevant principles of sustainable

3 development, but it certainly is number 2, which talks

4 about managing the economy, the environment, human

5 health, and social well-being for the equal benefit of

6 present and future generations.  And if we think back

7 just to four (4) years ago, to the decade of

8 development and the decade of returns, obviously there

9 was going to be some -- some pain for consumers in the

10 decade of development, but quickly repaid.  That's very

11 different from the current Hydro plan, because under

12 the Hydro plan it appears that today's ratepayers are

13 being asked to pay a very steep price for very

14 uncertain returns in the far-distant future.  And that

15 point was succinctly made by Dr. Roger Higgins, an

16 expert retained by the Consumers' Association and a

17 former Board member of the Ontario Energy Board.  He

18 succinctly, simply says, The ratepayer impacts are not

19 acceptable.  More eloquently, the witnesses on behalf

20 of the MKO have spoken about how, without mitigation,

21 the Preferred Development Plan will put pressure on

22 fixed and low-income First Nation customers.

23                Our client is deeply concerned about the

24 implications of this plan for all ratepayers, whether

25 working families struggling to pay the bills week to
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1 week, or the most vulnerable consumers.  And that

2 concern about affordability frankly relates to all the

3 alternatives presented by Manitoba Hydro, and our

4 client is asking, Are any of these plans affordable?

5                Members of the panel, over the last

6 months our client has been engaged in an extensive

7 series of focus groups, advisor group meetings, and

8 also doing a fair bit of interviewing of -- of

9 individuals in this province.  And our client has been

10 quite struck by a sense of inevitability around

11 Manitoba Hydro's plans and about the decision-making

12 process.  Whether fairly or not, in both the interviews

13 conducted by our researchers and the input from our

14 advisory group, we have detected a strong sense of

15 fatalism with regard to the Hydro plan, a sense that

16 Hydro occupies a preeminent role in public discourse in

17 this province, and that the outcome of the decision-

18 making process is inevitable.

19                Our client does not subscribe to this

20 view, and it is truly appreciative of the opportunity

21 to engage with the Public Utility Board in the

22 recommendation process.  But it does wish to highlight

23 what it considers to be some significant concerns with

24 this process.  The first is that there never was an

25 NFAT for Bipole III, and so the costs with Bipole III
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1 are treated equally in terms of all those plans.  We

2 see that similarly with the sump costs; a lot of sump

3 costs, already in Keeyask and Conawapa, being treated

4 equally against all plans, which certainly, in our

5 client's view, skews the playing field against the

6 alternatives.

7                My Friend Mr. Peters talked about CSI --

8 which someone should maybe make a movie with that name,

9 maybe a TV show -- and our client is extremely

10 frustrated with the amount of black highlighting

11 currently in a number of the reports from the

12 independent experts.  We know that there is a -- a

13 welcome decision by the Board, just on Friday, in terms

14 of providing more access to that information.  But it -

15 - it's -- it has reaped a profound disadvantage on our

16 clients because it -- it's getting pretty late in the -

17 - in the day to be accessing that information.  And our

18 client would be remiss if they did not also note the

19 challenges they have had and their lawyer has had with

20 the undertaking, one (1) that -- that I cannot in good

21 conscience sign.

22                So while our client is truly grateful

23 for the support of the PUB, for the hard work of many

24 of the independent experts, and frankly by the candid

25 concessions of Manitoba Hydro in its rebuttal evidence,
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1 a challenge our client has, and I think we all have

2 here, is can our advice to the province collectively be

3 credible, given the many hindrances in the process?

4 That's not a reflection on the PUB, it's just a

5 challenge that we -- we all face.

6                Finally, and noting the time, my client

7 reminds me that at the end of the day this process is

8 not about economists, with all deference to Dr. Grant,

9 it's not about actuaries -- oh, or Mr. Bel -- it's not

10 about accountants, it's not about engineers, it's about

11 people and corporations.  And it is so easy to forget

12 the human impact of this proceeding.

13                The fact that Hydro rates grow -- going

14 and growing at double the rate of inflation, can impose

15 stresses upon working persons struggling to pay the

16 bills, upon seniors faced with escalating prices, upon

17 the single parents who have to use a food bank by the

18 third Thursday of the month, it's perhaps not as hard

19 to forget that assuming the debt related to $16 billion

20 in capital expenditures imposes risks upon all Manitoba

21 Hydro ratepayers.

22                CAC (Manitoba), through this hearing,

23 has tried to understand the human impact.  They've done

24 so through their focus groups, their advisory groups,

25 and daily consumer contact.  And it will seek to



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

34

1 represent the broad consumer interest, taking an

2 evidence-based approach to three (3) core principles:

3 ensuring affordable access to basic necessities such as

4 Hydro, ensuring that the process is transparent, and

5 that the decision reached is sustainable.

6                In bringing this perspective forward,

7 CAC will be -- be bringing forward, first, a truly

8 outstanding group of expert witnesses, as well as two

9 (2) people panels: one (1), a consumer's panel with

10 their colleagues from the MMF; and the other individual

11 traditional land users, individual Elders, who will be

12 bringing their individual perspective of the particular

13 impacts that Hydro will be having upon their

14 communities.

15                I thank the panel very much for your

16 patience in listening to us and putting up with our

17 modest technical glitches.  And I look forward to

18 participating on behalf of our client in this

19 proceeding.

20                MS. MARILYN KAPITANY:   Mr. Williams,

21 you spoke about focus groups that you held during the

22 preparation stage.  Could you expand a little on the

23 demographics of those focus groups.  And I'm

24 particularly interested in if there were any business

25 people, small business owners, or business people
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1 involved in those focus groups?

2                MR. BYRON WILLIAMS:   The -- in -- in

3 terms of -- they're ongoing and it would be part of an

4 ongoing deliberation that CAC(Manitoba) has had over

5 the past three (3) years.  My client could probably

6 speak to their makeup a little better than I.  I'll do

7 my best though.

8                The focus groups themselves would tend

9 to be selected from residential customers, and they

10 would be -- we would have a southern, or Winnipeg-based

11 focus group, and also, through the auspices of a -- a

12 colleague organization, focus groups -- a -- a northern

13 based -- what -- people who have come from the North

14 and remote communities.

15                Where -- in terms of where we would have

16 a modest impact -- influence, in terms of our advisory

17 groups, which are different, the advisory groups are

18 asked to represent particular interest groups, and

19 there would be a -- a low-income person representation

20 coming from groups that work closely with people who

21 use food banks, we would have an environmental

22 perspective, we would have an indigenous perspective, a

23 -- a faith-based perspective.  And certainly, I recall

24 in, not the most recent advisory group, but one (1)

25 from a -- I missed the seniors' perspective, which is
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1 consistent throughout.  Our second last one (1), I

2 believe, involved some farmers.  Okay.

3                But I would say, in answer -- in an

4 indirect answer to your question, perhaps -- maybe I'll

5 get to the direct -- those groups would be less

6 represented than the -- the residential consumer.  We

7 also have had, from time to time -- or excuse me, I

8 should say at least one (1) occasion -- some input from

9 industry.  But that was not our most recent advisory

10 group.

11                MS. MARILYN KAPITANY:   Thank you.

12                MR. BYRON WILLIAMS:   Thank you.

13                THE CHAIRPERSON:   Merci, Mr. Williams.

14 I turn it over to M. Gange.

15

16 OPENING COMMENTS BY GAC:

17                MR. WILLIAM GANGE:   Thank you, Mr.

18 Chair.  Mr. Simonsen advised us that this little light

19 down here is very dim.  He's right.  The opening

20 remarks of the Green Action Centre will be given by Dr.

21 Miller.

22                DR. PETER MILLER:   Thank you.

23 Greetings to the Chair, and the panel, and the other

24 participants here.  I just want to give a -- a little

25 perspective on our organization's approach to this
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1 matter.  Green Action Centre is a non-profit governed

2 by an elected community board and committed to

3 advancing applied sustainability.

4

5                       (BRIEF PAUSE)

6

7                DR. PETER MILLER:   We try to id --

8 identify, educate about, advocate, and facilitate

9 sustainable choices and practices for individuals,

10 organizations, governments, and society.

11                'Living Green Living Well' is our motto.

12 Our NFAT intervention is part of that mission.

13 Principles of sustainability and justice guide our

14 interventions.  In these remarks I wish to highlight

15 aspects of that perspective brought to bear on Manitoba

16 Hydro's development plans and alternatives in this

17 proceeding.

18                We agree that our society is unthinkable

19 without electricity.  Manitobans are indeed fortunate

20 to have a premium source of reliable, storable,

21 renewable, dispatchable, low-carbon hydro electricity.

22                We know that the supply of electricity

23 comes with a variety of environmental, social, and

24 financial risks and costs along with the benefits.  We

25 share with other parties in this proceeding the concern
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1 that these be properly weighed, as well as mitigated

2 and compensated where possible.

3                We know that -- that it is economically

4 and environmentally costly to waste electricity, hence

5 our focus on DSM.  Generally speaking, using

6 electricity for heat when other alternatives are

7 available is a wasteful and environmentally harmful use

8 system-wide.  Hence, our attention to fuel switching.

9                We are -- we're are thus presently

10 surprised to see in the just-filed rebuttal that

11 Manitoba Hydro plans a major reassessment of its

12 achievable DSM potential, including fuel -- fuel

13 switching, conservation rates, and new technologies.

14 Manitoba Hydro hopes to file their new Power Smart Plan

15 and implications for resource planning in the course of

16 this NFAT.

17                The hydroelectric potential in Manitoba

18 is a renewable but limited resource.  Thus, we view

19 with alarm a domestic demand curve that raises winter

20 peak demand by 2,900 megawatts over thirty-five (35)

21 years, the equivalent of two (2) Conawapas or of

22 Conawapas plus two (2) Keeyasks.  This looks to be

23 unsustainable.

24                We believe that not only Manitoba's DSM

25 potential but also the potential for hydro power to
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1 multiply renewable energy supply in combination with

2 intermittent renewables by creating a hybrid product

3 should be explored.  Hence, our attention to the wind

4 potential.

5                We will also want to explore the 750

6 megawatt intertie as a potentially strategic asset in

7 this regard where hydro capacity can backstop US wind.

8                An NFAT requires that an appropriate

9 range of alternative portfolios be evaluated.  We were

10 thus disappointed that the filing presented a fixed set

11 of alternatives that were so time consuming for

12 Manitoba Hydro to analyze that no new alternatives

13 could be contemplated, despite the PUB's directive that

14 they should be prepared to model some.

15                Thus, alternatives with load-flattening

16 level of DSM or of wind plus an intertie were omitted.

17 It remains to be seen what level of analysis Manitoba

18 Hydro can provide for the integration of its new DSM

19 projections into the NFAT scenarios, and whether there

20 is opportunity for Intervenors or independent experts

21 to consider, analyze, and respond to the new results.

22                One (1) option is to extend the hearing

23 process sufficiently to permit this opportunity.

24                So those are just some brief remarks to

25 indicate our starting point in this proceeding, and
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1 thank you for your attention.

2                THE CHAIRPERSON:   Thank you, Dr.

3 Miller.  I'll now call upon the counsel for the

4 Manitoba Industrial Power Users Group, Me. Antoine

5 Hacault.

6

7 OPENING COMMENTS BY MIPUG:

8                MR. ANTOINE HACAULT:   Bonjour, M.

9 President Gosselin.  Good morning, Board members.  Good

10 morning, all.

11                Manitoba Industrial Power Users Group is

12 an association of ten (10) major industrial customers

13 operating in Manitoba.  The purpose of MIPUG, Manitoba

14 Power Industrial Users Group (sic), is to work together

15 on issues of common concern related to electricity

16 supply and rates in Manitoba.

17                MIPUG's intervened in each of Hydro's

18 general rate applications since 1988, as well as the

19 review of the Centra Gas acquisition in 1999 and

20 Hydro's major capital projects hearing in 1990, which

21 was the first hearing on Conawapa.

22                The MIPUG membership currently includes

23 the following companies: HudBay Minerals Inc., located

24 in Flin Flon; Tolko Industries, located in The Pas;

25 Canexus Chemicals, located in Brandon; Koch Fertilizer
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1 Canada ULC, located in Brandon; Erco Worldwide located

2 in Virden; Gerdau Long Steel North America, the

3 Manitoba mill, located in Selkirk; Amsted Rail, the

4 Griffin Wheel Company, located in Winnipeg; Enbridge

5 Pipelines has operations in southern Manitoba;

6 TransCanada Keystone Pipeline, again with operations in

7 southern Manitoba; and finally, Vale, located in

8 Thompson.

9                These ten (10) companies make up about

10 20 percent of Hydro's domestic load.  Members provide

11 jobs to about fifty-six hundred (5,600) full-time

12 equivalents, and about $2.3 billion to the provincial

13 GDP.

14                Most members are outside Winnipeg, and

15 many are the largest employers in their communities.

16 MIPUG's concerns reflect the size of the members'

17 investments in Manitoba, which requires a long-term

18 perspective.  In addition, MIPUG's concerns reflect

19 competitive market pressures from selling Manitoba

20 products to world markets.  We'll hear some reference

21 to competitiveness in Canada and North America, but the

22 reality is even Manitoba companies compete

23 internationally.

24                The simple point is that rates do

25 matter.  They help offset disadvantages that arise from
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1 operations in Manitoba such as transportation and

2 distance to markets compared to competitors throughout

3 the world.  In this hearing, MIPUG is also endeavouring

4 to provide the Board with a view of the concerns raised

5 during the consultation process with others in the

6 business community in Manitoba.

7                To that end, there's a been a

8 newsletter, there's been some consultations, and the

9 consultation process will be ongoing as the information

10 continues to be provided and this hearing continues to

11 evolve, and we also expect that some of those members,

12 the chambers, might wish to make some presentations at

13 one point in time.

14                As we've seen, this hearing is even more

15 intensive than the risk hearing that was quite

16 intensive.  There are a few things that it will not

17 cover but are essential to understanding MIPUG's

18 position.

19                First, industrial rates in Manitoba have

20 risen considerably in recent years since 2004.  This

21 has occurred at a time when industrial loads in many

22 other locations have seen prices decline, and be

23 provided with more flexibility to manage power costs.

24 MIPUG's presentation in the recent GRA noted how

25 Manitoba, in its view, was no longer the lowest-priced
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1 jurisdiction.  One (1) member in particular noted that

2 the power costs in Manitoba were now the fifth lowest

3 of its eighteen (18) plants.

4                Second, since Manitoba Hydro became

5 regulated in the late 1980s, industry has faced rates

6 that exceed the costs to provide the service.  This has

7 tended to be a premium paid by the industry sector of

8 10 to 15 percent over costs throughout that time

9 period.  That cost was about $20 million per year or

10 more that the industry was bearing.

11                Third, industry continues to have very

12 limited options to manage their power costs in

13 Manitoba, unlike other jurisdictions.  The DSM Program,

14 known as cur -- 'curtailable rates' has been capped by

15 Manitoba Hydro, and no additional customers can now

16 participate.

17                Hydro has no programs that let customers

18 respond to times of high export prices by dropping

19 load, letting Hydro sell power and thus allowing a

20 sharing of revenue between the utility and the -- the

21 industrial customers that might enable that generation

22 of additional revenue.  Customers, that's the

23 industrial customers, have waste streams or potential

24 to develop renewable sources of energy, and they

25 basically have no option to generate those and provide
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1 power back to Manitoba Hydro.

2                With respect to the NFAT hearing, it has

3 the potential of becoming overwhelming if it hasn't

4 already, and Mani -- MIPUG suggests a primary focus in

5 two (2) areas.  This is taken from the PUB terms of

6 reference.

7                But firstly, focus on ratepayers' rates

8 and risks.  The hearing ultimately ends with a report

9 to the Minister who will make final decisions.  If I'm

10 not mistaken, the Minister has many other inputs being

11 provided from other departments and consultation

12 processes.  For example, I expect that he's dealing

13 with conservation, economic development, Aboriginal

14 affairs.

15                We say that the unique wisdom which this

16 Board brings is a good understanding of rates and

17 ratepayers.  We hope that this perspective is central

18 to the Board's review and report.

19                Secondly, focus on the decisions that

20 must be made now.  Many of the issues that are going to

21 be discussed are matters that cannot be reversed.

22 Primarily, this includes whether to take up export

23 agreements with Minnesota Power and others, which also

24 requires whether to put a shovel in the ground on

25 Keeyask, and whether to build a US line and, if so, at
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1 250 megawatts or 750 megawatts.  These are key

2 decisions that we must address.

3                Many other issues are informative, but

4 do not, in our respectful submission, require major

5 decisions today.  They require decisions that can be

6 altered as time goes on, for example, matters such as

7 what level of DSM to target, whether to be more

8 aggressive and aggressively monitor and pursue more

9 wind generation, or whether -- whether to continue to

10 spend to protect the Conawapa option.

11                These last examples that I've given are

12 no means an ex -- exhaustive illustration, but we say

13 that those are not critical decisions that need to be

14 made today, and we urge the Board to make sure it gets

15 the large and irreversible questions clearly explored

16 and decided correctly.  Other topics can always be

17 adjusted as time goes on.

18                Focus on rates is key.  For industrial

19 customers, the preferred plan shows higher rates for

20 twenty (20) to thirty (30) years in exchange for

21 potentially lower rates over the extremely long term.

22                This extra cost of investment adds up to

23 a substantial amount.  For industrial customers, the

24 total additional amounts paid over the next twenty (20)

25 years is estimated to be over $800 million.  This extra
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1 cost affects competitiveness, it represents funds that

2 cannot be used to invest in people -- I mentioned the

3 fifty-six hundred (5,600) jobs -- or facilities.

4                At its core, we submit that the case is

5 relatively simple.  MIPUG has framed this as two (2)

6 major questions:  Is Manitoba better off with a need-

7 based approach, sticking to its knitting, avoiding debt

8 and commitments as long as possible, letting the

9 current uncertain market climate settle out before

10 committing to future plans; or is Manitoba better off

11 pursuing current opportunities?

12                If the focus is on pursuing

13 opportunities as opposed to need, the question is

14 asked.  Which plan is the best?  And as we've known,

15 there have been developments even as recently as

16 Friday, some major announcements on potential

17 contracts, and so I hesitate to say that there's a

18 clear answer to that question, because I don't know

19 what else is going to be coming.  But we don't see a

20 really clear answer to that issue or question yet:

21 Needs-based approach, opportunities-based approached.

22                With respect to the process itself,

23 MIPUG has always expressed the desire to have the least

24 amount of CSI being blacked out and let this process be

25 as public as possible.  I, as counsel, have also not
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1 signed the undertaking as it was presently framed

2 because of issues similar to what my colleague, Mr.

3 Byron Williams, expressed more recently in his letter.

4                On another issue, all parties and -- I

5 congratulate all parties for their extreme efforts,

6 including in particular Manitoba Hydro, for the

7 answering of IRs and dealing with evidence.  A lot of

8 them have been burning the midnight oil to provide good

9 and complete information to this Board to assist it in

10 making its report.

11                Mani -- MIPUG, I believe, has one (1) IR

12 to respond to but is making the best efforts to answer

13 them as -- as and when they had come in.  We note that

14 -- I don't believe we've received any responses to the

15 IRs asked of the independent experts, and that some

16 reports, such as the La Capra Report, is noted to be

17 work in progress.  Hopefully everything continues to

18 unfold favourably so that this Board has complete

19 information by the time this hearing concludes.

20                Another example has been brought up by

21 other parties, Hydro has apparently provided some

22 updated cases to some parties with respect to the DSM

23 and imports, but we don't believe that those other

24 cases or alternatives have been shared with us fully.

25                We do not expect to need major changes
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1 and major updates to the prefiled testimony.  But if

2 the incoming information leads to a need to provide a

3 small supplement, we will be providing that for the

4 Board and all the parties.  And as previously

5 indicated, there may be some brief presentations

6 forthcoming from the business community, such as the

7 Chamber and some of the MIPUG members.

8                We thank the Board for listening to our

9 opening remarks, and look forward to a productive

10 exchange of information from all parties to assist the

11 Board in drafting its report.  I'd be pleased to answer

12 any questions, if there were some.

13                MS. MARILYN KAPITANY:   Messr. Hacault,

14 you -- I think I heard you say that members have no

15 opportunity to provide power back to Manitoba Hydro.

16                Could you just explain briefly what you

17 would like to see in that area?

18                MR. ANTOINE HACAULT:   That issue was

19 briefly dealt with at the last GRA.  There's some of

20 the facilities in Manitoba that could generate power

21 through their own facilities as a result of excess

22 waste, like nitrogen, things like this.  So in other

23 jurisdictions the companies have the opportunity to

24 generate those and offset some of the loads.  There's

25 programs related to that.
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1                MS. MARILYN KAPITANY:   Merci.

2                THE CHAIRPERSON:   Merci, M. Hacault.  I

3 now call on the representatives from MKO.  I believe

4 it's Mr. Anderson and Mr. Orle.

5

6 OPENING COMMENTS BY MKO:

7                MR. GEORGE ORLE:   Good morning, Mr.

8 Chairman, members of the Board.  My name is George

9 Orle.  I appear on behalf of Manitoba Keewatinowi

10 Okimakanak.  I'll refer to them as MKO henceforth.

11                MKO represents approximately sixty-five

12 thousand (65,000) treaty First Nation citizens in

13 Northern Manitoba.  It's been in existence for over

14 thirty-two (32) years, and is a nonprofit advocacy

15 organization governed by the elected Chiefs of the

16 thirty (30) sovereign First Nations in Northern

17 Manitoba.

18                MKO was granted Intervenor status to

19 deal with the following issues: the socioeconomic

20 impacts and benefits of the Preferred Development Plan

21 and alternatives in respect to the MKO First Nations;

22 and also, the impact of domestic electricity rates over

23 time with and without the Preferred Development Plan

24 and with alternatives.

25                I wish to share with the -- the Board
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1 the instructions provided to legal counsel and experts

2 on behalf of MKO.  In accordance with the MKO

3 Constitution, and given the fact that it is an

4 organization of sovereign First Nations, MKO has

5 directed its legal counsel and its experts that the

6 position to be taken by MKO at this hearing is not to

7 compromise or contradict the position of the four (4)

8 First Nations, being the York Factory First Nation, War

9 Lake First Nation, Tataskweyak Cree Nation, and Fox

10 Lake Cree Nations, the partners.

11                MKO will be dealing with the matters of

12 rates and the impact on rates upon the members and the

13 citizens in the MKO First Nations homes.

14                MKO was not allowed to intervene with

15 respect to macro-environmental impact.  MKO still

16 believes that it has a unique perspective in that area

17 and is disappointed that it will not be able to present

18 evidence, or at least to be able to cross-examine on

19 areas that deal with macroeconomics.

20                And that may be raised at a later time.

21 I don't wish to make it as part of the initial

22 presentation.  But there will be a time when evidence

23 will come forward and we will be asking the permission

24 of the Board at that time that if it is appropriate,

25 for MKO to be given an opportunity to cross-examine on
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1 some of the experts' reports.

2                The citizens of the MKO First Nations

3 are residential ratepayers and the First Nation

4 governments are general service ratepayers.  The three

5 (3) diesel First Nations which pay electricity bills

6 for the schools are also First Nation education rate

7 customers.

8                All of the citizens of the MKO First

9 Nations and the MKO First Nation government facilities

10 receive electrical service solely from Manitoba Hydro.

11 The MKO First Nations have an interest in determining

12 the socioeconomic impacts and benefits of the plan and

13 alternatives in respect to the MKO First Nations,

14 including opportunities for training, employment,

15 contracting, and procurement.

16                In terms of the potential impacts of the

17 Preferred Development Plan on future Manitoba

18 electricity rates and bills to be paid by ratepayers,

19 MKO recognizes the advice given by the independent

20 expert consultants retained by the Public Utilities

21 Board, which have indicated that the plan is expected

22 to result in annual electricity rate increases of about

23 4 percent, double the rate of inflation, for the next

24 eighteen (18) years or more.

25                One (1) of the independent experts,
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1 Morrison Park Advisors, stated:

2                   "For the Preferred Development Plan,

3                   maximum rate increases are applied

4                   until 2032, when they reach 100

5                   percent above 2013 rates."

6                Of primary importance to MKO is the fact

7 that these high rate increases will be

8 disproportionally shared.  And that is because most MKO

9 citizens are regarded in the low-income category.  This

10 is a category which spends a higher percentage of

11 income on electricity than higher-income citizens.

12                Experts' reports have indicated that

13 raises in electrical rates to low-income ratepayers

14 results in their not reducing their electricity,

15 because electricity is a fundamental need.  It results

16 in them reducing food, education, and other

17 necessities.

18                Income to pay for utility charge in many

19 cases comes from the federal government.  MKO has seen

20 no evidence, nor has it been told, that there is any

21 obligation on the part of the federal government to

22 accept the increased rate changes and that if the

23 budgets remain the same, the difference between the

24 amounts payable by the First Nations at the present

25 time and those that they will pay in the future may not
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1 be able to be absorbed by the economies of these First

2 Nations communities.

3                MKO will also examine the distribution

4 of the overall financial benefits that are to be

5 received in the future.  First Nations historically

6 have been caught in the middle of arguments between the

7 province and the federal government as to who has

8 responsibility to provide services.  If the financial

9 benefits in the future from the payment of these rates

10 goes primarily to non-First Nations communities, then

11 MKO feels there should be some adjustment as to what

12 the increased rates should be and how they should be

13 paid by First Nations.

14                Part of MKO's approach to the NFAT will

15 be to explore measures to mitigate the effect of the

16 expected rate increases on Northern First Nations,

17 including establishing objectives for widespread

18 inclusion of and delivery to all First Nations

19 customers of programs such as the Home Insulation

20 Program, Refrigeration Retirement Program, Water and

21 Energy Saver Programs, First Nations Programs, and

22 ongoing Residential Loan and Affordable Energy

23 Programs.

24                MKO wishes to establish objectives for

25 the widespread inclusion of and delivery of commercial
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1 programs to all First Nation facility and commercial

2 general service customers.  We're intending to ask for

3 the establishment, monitoring, and measurement of the

4 effective capture of these programs of First Nation

5 customers.  And we would like to see a design and

6 implement appropriate rate mitigation measures for

7 local communities aversely affected by the plan.

8                MKO also hopes to explore establishing

9 effective long-term relationships that are intended to

10 maximize an effective sharing of development benefits

11 in order to achieve a legacy of real, measurable

12 improvements and pre-project baseline conditions, and

13 more equitable post-project outcomes which are also a

14 foundational principle of emerging international

15 sustainability criteria, good practice and the best

16 practice regarding Hydro power projects.

17                Members of the Board, thank you for

18 allowing us the opening statement.  Hopefully we'll be

19 able to expand on the position of those statements

20 throughout the course of the hearings.  And, again,

21 thank you for allowing us the Intervenor status.

22

23                       (BRIEF PAUSE)

24

25                THE CHAIRPERSON:   Thank you, Mr. Orle.
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1 I'll now call on Ms. Saunders to represent the views of

2 the Manitoba Metis Federation.  Ms. Saunders...?

3

4 OPENING COMMENTS BY MMF:

5                MS. JESSICA SAUNDERS:   Good morning,

6 Chair, Board members on the panel and in attendance,

7 parties, and members of the public.  In attendance

8 today I do believe will be the leader of the Manitoba

9 Metis Federation, President David Chartrand.  And I do

10 see board member -- board of director and -- to the

11 Manitoba Metis Federation's Minister of Hydro, Mr. Jack

12 Park, as well as Mr. Al Benoit, Ms. Marci Riel, and Ms.

13 Jasmine Langham of the MFF present.  Mr. Corey Shefman

14 of our firm is also in attendance today and will be

15 assisting in some of the hearings next week.

16                The PUB has provided the Manitoba Metis

17 Federation, to which I will at times refer to as MMF,

18 the opportunity to speak to the impact on domestic

19 rates; financial and economic risks; socioeconomic

20 impacts and benefits of Manitoba Hydro's Preferred

21 Development Plan and alternatives to Northern and

22 Aboriginal communities; macro-environmental impacts of

23 the plan compared to alternatives; and whether the plan

24 has the highest level of overall socioeconomic benefit

25 to Manitobans.



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

56

1                We are pleased to appear before you

2 today to give you, the other parties, and the public an

3 idea of the unique perspective from which we will

4 provide our review of Manitoba Hydro's business case

5 and whether or not its Preferred Plan offers the most

6 benefit to Manitobans.

7                We would like to begin our comments

8 today in explaining who the Manitoba Metis community

9 is, who the MMF is, and what the MMF hopes to

10 accomplish in its role as an Intervenor in assisting

11 the PUB in its task of coming up with recommendations

12 to the Government of Manitoba on Hydro's plan.

13                As set out in the Manitoba Metis

14 Federation's constitution, the Metis Nation is one of

15 the Aboriginal peoples of Canada referred to in Section

16 35 of the Constitution Act of 1982.  The Manitoba Metis

17 community refers to the collective of those individual

18 citizens that comprise the Metis Nation within

19 Manitoba, and the MMF has been created to be the

20 democratic and self-governing representative body of

21 the Manitoba Metis community.

22                For greater clarity regarding the

23 composition of the Manitoba Metis community, there are

24 a number of rural and urban brick-and-mortars commun --

25 brick-and-mortar communities throughout Manitoba, north
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1 and south, within which Metis citizens reside and have

2 settled.

3                The Manitoba Metis community in this

4 regard transcends the common meaning of a mere location

5 where people reside and refers to a distinct identity

6 based on certain criteria.

7                The Metis -- the Manitoba Metis

8 community is comprised of, among other things,

9 socioeconomic, cultural, and kinship networks of

10 interconnected parts.  For instance, there are Metis

11 settlements in and around Gillam, Thompson, and the

12 Keeyask and Conawapa project areas, and those in around

13 Lorette and Richer in the Manitoba-Minnesota

14 transmission line area, and these sediment --

15 settlements, together with other settlements of such

16 nature in Manitoba, comprise the Manitoba Metis

17 community.

18                The MMF represents the Manitoba Metis

19 community at the local, regional, and provincial levels

20 through province-wide ballot box elections.  While it

21 is currently going through a reregistration process to

22 identify Metis citizens, it is estimated that the MMF

23 has an adult membership of fifty-two thousand (52,000).

24 The president, a vice president, and two (2) board of

25 directors for each MMF region comprise the MMF's board
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1 of directors.

2                The Manitoba Metis Federation supports

3 development in this province, so long as it's done in a

4 way that promotes sustainability and economic

5 prosperity for the Manitoba Metis community and for all

6 Manitobans.

7                The history and early beginnings of

8 trade and industrial development in Manitoba are

9 interwoven with the history of the Manitoba Metis

10 community as the founders of this province.  The

11 provisional government of 1869 led by Louis Riel

12 negotiated Manitoba's confederation in 1980 (sic).

13                These founders of Manitoba and the

14 forefathers and mothers of the Manitoba Metis community

15 had a certain vision for the Metis and for all of

16 Manitoba when this province was first founded.

17                The Metis of this territory, which

18 started out as the Red River Settlement, governed this

19 province long before there was a government of

20 Manitoba, and utilized these waters of everyday life,

21 business, and trade long before there was a Manitoba

22 Hydro or a Winnipeg or Manitoba Gas Company.

23                I would like to briefly share a story

24 with you.  Not far from where we stand today, Cuthbert

25 Grant, a notable Metis leader, constructed his mill on
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1 Sturgeon Creek in 1829.  He also led the Metis in the

2 battle of Seven Oaks in 1816, and that was the first

3 time that the -- the flag of the Metis Nation, the

4 infinity flag, was flown, but that's another story.

5                Grant's Mill, though, was the first

6 water mill to be built west of the Great Lakes.  It was

7 constructed so that he could provide for his people,

8 the Metis, with ground wheat meal.  He knew very little

9 about milling, and it's said that he lost most of his

10 personal fortune in this venture.

11                I would be remiss if, on behalf of my

12 client, I didn't mention the work of St. James-

13 Assiniboia Pioneer Association that ensured that

14 reconstruction of his mill on Portage Avenue at

15 Sturgeon Creek.

16                On its website, the Grant's Old Mill

17 Museum notes this of the mill:

18                   "It marks not only the initiative of

19                   pi -- of a pioneer leader, but might

20                   well be distinguished as the

21                   beginning of industrial enterprise in

22                   the Red River Settlement."

23                This history shows the deep roots of the

24 Metis that this province have, not only tied to the

25 land and waters the Metis exercise their rights as
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1 Aboriginal peoples within, but also as the first

2 entrepreneurs and pioneers in the building of

3 industrial enterprise in Manitoba.

4                To further demonstrate the importance of

5 this review to my client, the Keeyask and Conawapa

6 generation stations are being developed in the Manitoba

7 Metis Federation's Thompson region.  The process of

8 assessment of potential impacts to the Metis began in

9 2013 and is still underway.

10                The Bipole III transmission line, while

11 not a project component in and of itself under review

12 in the NFAT, it will export power generated from

13 Keeyask and Conawapa to the USA, and it runs right

14 through the Metis breadbasket.  It will greatly impact

15 Metis rights, culture, economy, and way of life.

16                The Manitoba-Minnesota transmission

17 line, the power to be generated through this line no

18 matter what route is chosen, runs right through the

19 Metis territory, or as it was referred to in the MMF

20 land claim, the old postage stamp province.

21                For my clients, much is at stake in

22 Manitoba Hydro's planning for these new developments in

23 considering the socioeconomic and macro-environmental

24 effects of these developments to the Manitoba Metis

25 community, and to them as ratepayers in considering the
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1 financial and economic risks of the plan.

2                The MMF has provided evidence with the

3 assistant of -- with the assistance of Management and

4 Solutions in Environmental Science, MSES, and Camerado

5 Energy Consulting in socioeconomic and macro-

6 environmental matters.  The report of Camerado Energy

7 Consulting on macro-environmental matters provides a

8 comprehensive evaluation of the macro-environmental

9 impacts of the plan.

10                The report of Camerado Energy -- Energy

11 -- pardon me, Camerado Energy Consulting, as I said,

12 provides this comprehensive evaluation of the macro-

13 environmental and socioeconomic implications of

14 additional wind resources in Manitoba.

15                The evidence of Whitfield Russell

16 Associates examines Manitoba Hydro's plan, and

17 completes a thorough analysis of the financial and

18 economic risks of the plan when compared to

19 alternatives.  This analysis involves consideration of

20 Keeyask and Conawapa, and to a certain extent, Bipole 3

21 as it relates to the inextricable link in terms of

22 system engineering, impacts, and ratepayer -- impacts

23 on ratepayers, and financial risk.

24                Manitoba Hydro has brought a motion to

25 stroke -- strike portions of this evidence as it
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1 relates to matters that are out of scope of the NFAT.

2 The MMF responded in arguing that it does relate to in-

3 scope matters, and should be heard.  Hydro has provided

4 its rebuttal evidence on this, and the parties are

5 awaiting a decision as to whether or not the motion

6 from Hydro will be allowed or dismissed.

7                As my colleague Mr. Williams noted,

8 we're also pleased to be presenting a ratepayer impacts

9 panel with the Consumers' Association of Canada,

10 Manitoba Chapter.

11                So in closing, I would like to go back

12 briefly to the story that I shared with you.  Cuthbert

13 Grant, as a Metis leader and entrepreneur, put all of

14 his fortune into building this mill so that he could

15 provide for his people, and we are reminded of his

16 contributions every time we drive by that mill on

17 Portage Avenue.  Today, he is celebrated by the

18 Manitoba Metis community and members of this province

19 for those contributions.

20                What we have in front of us in this

21 review is a plan and a number of alternatives put forth

22 but (sic) what my client has called the Crown

23 corporation that Manitobans own.

24                We are talking about billions of

25 dollars, our economy, and the legacy we will be leaving
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1 behind for future generations.  The Manitoba Metis

2 Federation would respectfully ask that this panel, the

3 parties, and the public keep in mind this question in

4 the NFAT.  When we look to the impacts of these plans

5 being proposed, what will be the legacy of Manitoba

6 Hydro and this government ten (10) years from now,

7 thirty (30) years from now, seventy (70) years from

8 now?

9                In general terms, to some, seventy (70)

10 years may seem like a long time.  But to the Metis,

11 whose history and legacy predates the very first gas or

12 electric lighting in this province, seventy (70) years

13 is not a long time.  The Manitoba Metis Federation

14 believes that we all must be accountable to our future

15 generations, starting with our participation in this

16 review of Manitoba Hydro's plan, and examining whether

17 or not it will bring the economic prosperity for

18 Manitobans that Manitoba Hydro says it will now and

19 into the future.  Thank you very much.

20                THE CHAIRPERSON:   Thank you, Ms.

21 Saunders.  I now call on M. Christian Monnin on behalf

22 of the independent expert consultants.

23

24 OPENING COMMENTS BY MR. CHRISTIAN MONNIN:

25                MR. CHRISTIAN MONNIN:   Merci, M.
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1 President, members of the panel.  I'm -- to my

2 immediate right is Mr. Michael Weinstein, and we're

3 pleased to be here this morning on behalf of the

4 independent experts and consultants.  On a going-

5 forward basis I'll be using the vernacular of these

6 proceedings and referring to them as IECs.

7                For the purposes of our opening

8 statements, we will be addressing four (4) points this

9 morning, and I assure you it will not be long.  A brief

10 introduction to the IECs:  We touch upon the reports

11 and their status.  Also touch upon how we intend to

12 proceed with their evidence in -- as Mr. Peters said

13 earlier, in approximately three (3) weeks in April, and

14 some concluding remarks regarding process.

15                As -- as most here know, the IECs, as

16 per the terms of reference -- reference, have been

17 requested to address certain questions and issues set

18 out in the terms of reference under five (5) general

19 headings.  In addition to that, the terms of reference

20 indicate that additional questions and issues are to be

21 addressed at -- which flow from the terms of reference,

22 and those are enshrined in the scope of work.

23                I'm sure most of you -- I surmise most

24 of you are avail -- are familiar with what's contained

25 in the scope of work, so I won't go through that
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1 deliberately this morning.  I expect that will be well-

2 tilled soil by the time we're done these hearings.

3                Who are the IECs?  For those of you who

4 want to bone up on that, they can go see report number

5 -- Order number 127-13 at pages 9 of 19.  At a very

6 high level, we have Knight Piesold, who will be dealing

7 with construction, management, and capital cost

8 matters; Power Engineers dealing with transmission

9 matters; Elenchus Research Associates Inc., dealing

10 with load forecasting and demand-side management, and

11 energy efficiency matters.

12                We also have Potomac Economics, dealing

13 with Midcontinent Independent System Operator market;

14 again, for those familiar with the vernacular, MISO.

15 MMP will deal -- will be dealing with macro-

16 environmental matters.  Typlan Consulting LTD.,

17 socioeconomic matters; Morrison Park Advisors, dealing

18 with financial analysis and public sector finance

19 matters; La Capra Associates, dealing with power

20 resource planning and economic evaluations, together

21 with business case and risk assessment.  A subcomponent

22 of La Capra is EnerNex as a subcontract dealing with

23 wind matters.

24                With respect to the filing of the

25 reports, we've heard about CSI redactions being done.



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

66

1 In substantial conformity with the NFAT revised pre-

2 hearing schedule dated January 10th, 2014, all the

3 IECs, say for La Capra and Morrison Park, filed these

4 reports.  These reports have been reviewed for CSI

5 content, and public reports have been filed with the

6 website, and CSI reports obviously have not been.

7                Also in substantial accordance with the

8 revised pre-hearing schedule, La Capra and Morrison

9 Park advisors filed their reports in or around January

10 24th, 2014.  As noted by M. Hacault earlier, La Capra's

11 first report on January 24th, 2014, was an initial

12 report, and this is largely due to the timing of

13 receipt of certain data regarding, among other things,

14 alternative development cases.  On account of this

15 fact, La Capra finalized its supplemental report on

16 February 28th, 2014, and this report is presently going

17 through the CSI redaction -- or CSI review.

18                There's also a supplemental report by

19 the IEC Knight Piesold.  They were requested to review

20 additional information in relation to its initial

21 report, and that additional information pertains to

22 Manitoba Hydro's intention toward the Keeyask general

23 and civil contact in early 2014.  That supplemental

24 report was filed on February 18th, 2014, and is also

25 going through the CSI content process.  It's our
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1 understanding that this is still in process, and the

2 same pertains to the IRs, the Information Responses of

3 the IECs with respect to CSI content.

4                It's my understanding that there is

5 possible adjustments being done to the report, CSI

6 redactions, and also the IRs, and these are to be

7 respectively completed by March 7th and March 14th.

8                I would like to just briefly touch upon

9 the intended procedure with re -- how we will be

10 providing evidence with the IECs come April.  I -- I

11 don't think I would be accused of overreaching when I

12 say that we are dealing with an ambitious and

13 aggressive timeline in these proceedings.  Without any

14 further de -- digression on that point, for the

15 purposes of the direct evidence, it is our intention

16 that each IE team -- IEC team will have one (1)

17 individual that will, in the interest of efficiency,

18 will be providing the direct evidence.  However, some

19 IECs may rely on a panel of individuals from their

20 respective teams in order to address the cross-

21 examination.

22                We are presently not in the position to

23 advise of the makeup of these IEC witnesses and panels,

24 but we expect to be able to -- to do so by the end of

25 this week.
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1                I want to briefly touch upon -- include

2 -- concluding remarks, brief -- briefly touch upon a

3 procedural issue, and that pertains to the PUB's

4 decision regarding IECs counsel's right to limited

5 cross-examination.  We acknowledge the uniqueness of

6 this right is mirrored by the uniqueness of this

7 hearing.  I cannot stress enough our recognition that

8 this is a limited right, and our obligations -- our

9 obligation -- these are obligations that we do not take

10 lightly, and hope that they will be used sparingly.

11                And subject to any questions or

12 comments, those are my opening statements, and thank

13 you very much.

14

15                       (BRIEF PAUSE)

16

17                THE CHAIRPERSON:   Merci, M. Monnin.

18 And I call on Ms. Ramage.  Good morning, Ms. Ramage.

19

20                       (BRIEF PAUSE)

21

22                MS. PATTI RAMAGE:   Yes, good morning,

23 Mr. Chair.  Before Manitoba Hydro begins, and given the

24 hour right now at 10:30, I'm wondering if it might be a

25 -- a time to have a break so I can speak to Mr. Thomson
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1 about what we've heard this morning, and -- and then

2 Manitoba Hydro will provide its opening comments

3 through myself and Mr. Thomson.

4                THE CHAIRPERSON:   Okay.  Let's do that.

5 Let's take fifteen (15) minutes.  Is that an adequate

6 time to -- yes?  Okay.  Thank you.

7

8 --- Upon recessing at 10:33 a.m.

9 --- Upon resuming at 10:52 a.m.

10

11                THE CHAIRPERSON:   I believe everybody

12 is in position.  Good morning, Ms. Ramage and Mr.

13 Thomson.

14

15 OPENING COMMENTS BY MANITOBA HYDRO:

16                MS. PATTI RAMAGE:   Thank you, and good

17 morning, Mr. Chair, Board members Kapitany, Soldier,

18 Bel, and Grant.  For the record, my name is Patti

19 Ramage and I am counsel for Manitoba Hydro in this

20 NFAT.  Seated directly behind me is Marla Boyd, who is

21 co-counsel in the NFAT.

22                As you may have surmised through the

23 exchange of correspondence over the last number of

24 weeks, a number of Manitoba Hydro's legal counsel will

25 be assisting us through the course of the NFAT.  So
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1 just as the witness panel changed to provide you with

2 Manitoba Hydro's subject matter experts on various

3 topics, so too will legal counsel taking up this chair.

4                This hearing is the culmination of more

5 than a decade of work for many of Manitoba Hydro's

6 employees that you're going to be hearing from in the

7 coming weeks.  Given the importance of the Preferred

8 Development Plan to both our ratepayers and the

9 Province of Manitoba, it seems only fitting that

10 opening remarks in this hearing be delivered by our

11 leader, our president and chief executive officer, Mr.

12 Scott Thomson, who is seated immediately to my left.

13                In our back row this morning we have Mr.

14 Ed Wojczynski and Ms. Joanne Flynn, who are the NFAT

15 project leads.  Mr. Wojczynski is the division manager

16 of Portfolio Projects, and Ms. Flynn is the division

17 manager of Power Planning.  Both will be testifying as

18 the hearing proceeds.  Seated next to Ms. Flynn is Mr.

19 Bruce Barrett.  He is our new vice president of Major

20 Capital Projects, having recently joined Manitoba Hydro

21 from BC Hydro.

22                Having heard the opening comments of

23 both Board counsel and My Learned Friends to the left,

24 I can't quite bring myself to turn the microphone over

25 to Mr. Thomson without providing a brief comment
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1 myself.

2                You have already received massive

3 quantities of information regarding the Need For and

4 Alternatives To the Preferred Development Plan, both

5 from Manitoba Hydro, our perspective, as well as from

6 the Intervenors and the IECs.  And I fully expect much

7 more is coming.

8                One of Manitoba Hydro's primary

9 objectives during this hearing is to assist you in

10 sorting through this material and identifying the

11 relevant and accurate information that is needed in

12 order to make your recommendation on the -- the

13 decisions that must be made by government this coming

14 June.

15                Over the course of the next eight (8) or

16 nine (9) weeks, as you listen to the evidence, remember

17 there are key decisions that government must make this

18 June.  Mr. Wojczynski is going to outline them in his

19 presentation later this afternoon.  But in a nutshell

20 they are:  Do we continue to capitalize on our water-

21 rich resources and commit to the construction of the

22 Keeyask generating station?

23                And do we commit to construction of a

24 new interconnection with exp -- with our export

25 customers to the south and the export contracts that
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1 facilitate that interconnection?  And if so, will that

2 be a 250 megawatt transmission line or a 750 megawatt

3 transmission line?

4                When you are listening to the evidence

5 ask yourself:  Will this information help me make the

6 recommendation on those key decisions?  If so, I'd

7 suggest we classify that information as stage 1

8 information.  It's relevant to the decisions that need

9 to be made immediately.

10                For example, if the evidence deals with

11 whether we should make the decision to abandon the

12 Keeyask hydro pathway in favour of gas, I'd suggest

13 that be stage 1 information and kept it top of mind.

14                If, however, the information deals with

15 decisions that must be made at a future date -- for

16 example, supplementing Manitoba Hydro's resource mix

17 with a potentially promising but still emerging

18 technology -- I'd suggest that be classified as stage 2

19 information.  That information will aid in identifying

20 which pathways you want to keep open, but it is not

21 necessary for today's decision making.

22                There is so much information on the

23 record of this pre -- proceeding, it's very easy to get

24 bogged down in the details.  Classifying information as

25 stage 1 or stage 2 is a good decision-making tool.  It
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1 will help identify and separate primary considerations

2 from secondary considerations.

3                The amount of information out there is

4 virtually without end, and we could go in circles

5 forever.  But we have critical decisions that need to

6 be made today, and there are risks with all decisions.

7 Please, do not allow yourselves to be drawn into

8 focussing solely on the negative. The system we enjoy

9 today is because of decision makers who took a balanced

10 approach.  They weighed downside risk against upside

11 potential.  And that is the kind of thinking that

12 Manitobans need today.

13                Manitoba Hydro sees this as an important

14 step in what has already been a deci -- a decade-long

15 decision-making process.  It has no doubt been a long

16 haul, but we are anxious to get underway and satisfied

17 that, at the end of this process, you will agree that -

18 - that the pathway Manitoba Hydro proposes to embark on

19 is in the best interests of Manitobans.

20                Now, before I turn the microphone over

21 to Mr. Thomson and -- or -- and have him sworn, there

22 was a few housekeeping matters that I thought should be

23 attended to arising out of comments this morning.

24                The first deals with -- MIPUG made a

25 comment regarding cases shared with some parties and
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1 others.  Manitoba Hydro is not entirely sure what is

2 being referenced, but we thought it important to point

3 out that if it is the DSM case that is referenced in

4 the rebuttal, that information is forthcoming, but it

5 has not been provided to any party as of yet.  And Mr.

6 Wojczynski's going to expand upon that this afternoon.

7                If it is the La Capra no-new-generation

8 case that we saw in La Capra's evidence filed on

9 Friday, in that case, La Capra selected the load, had

10 Manitoba Hydro run SPLASH models, but they developed

11 the case.  It's not Manitoba Hydro's case.  And it's

12 our understanding that case is fully contained in the

13 La Capra materials.  So hopefully that clarifies that

14 for parties.

15                The second matter which I've briefly

16 discussed with Mr. Monnin at the break, he referenced a

17 -- a Knight Piesold report dated February 18th that is

18 waiting on Manitoba Hydro.  We've looked at our

19 records.  We have not received that report as yet.  Mr.

20 Monnin is going to ensure that we get that report, so

21 that should be -- we will then review it, and hopefully

22 that can be distributed to the parties forthwith after

23 that.

24                So that concludes my introductions.  I

25 think it might be appropriate now to have Mr. Thomson
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1 sworn in, and then he can deliver opening comments on

2 behalf of the Corporation.

3

4 MANITOBA HYDRO PANEL 1:

5                   SCOTT THOMSON, Sworn

6

7 EXAMINATION-IN-CHIEF BY MS. PATTI RAMAGE:

8                MR. SCOTT THOMSON:   Good morning, Mr.

9 Chair, panel members, ladies and gentlemen.  My name's

10 Scott Thomson, and I'm very pleased to be here with you

11 today, given the importance of this proceeding for

12 Manitoba Hydro, its customers, and the people of

13 Manitoba.

14                This hearing's a culmination of an

15 extraordinary effort by many people over many years.

16 Getting to where we are today is a significant

17 accomplishment that we at Manitoba Hydro can be quite

18 proud of.

19                But in the broader context, this

20 proceeding is only one (1) more step amongst many

21 towards a longer-term objective of ensuring that

22 Manitobans continue to have access to safe, reliable,

23 and cost-effective electricity for generations to come.

24                Today, Manitobans enjoy electricity

25 rates that are among the lowest in North America.  This



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

76

1 is not an accident.  The benefits that we enjoy today

2 are a direct result of forward-thinking planning

3 decisions made decades ago.

4                Investment decisions were made with a

5 view not just with an eye to short-term objectives, but

6 also to how future generations would be affected.  My

7 view, and Manitoba Hydro's view, is that we should

8 continue to make our resource planning decisions with

9 careful regard to how they will affect our children and

10 our grandchildren in the decades to come.

11                One (1) thing that's certain as we sit

12 here today is that under whatever reasonable scenario

13 that can be constructed, Manitoba needs new resources

14 in the not-too-distant future.  Our population is

15 growing.  The economy is growing.  Households are using

16 more electricity than they used to.  Our analysis shows

17 that even without any new exports, Manitoba will

18 require new electricity resources to meet domestic load

19 by about 2023.

20                Different scenarios regarding, for

21 instance, population growth, economic growth, and

22 demand-side management activity only affect the timing

23 of when new resources become critical.  Given the long

24 lead times required to develop new supply resources,

25 we're at a decision point on what paths to take in
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1 meeting our growing domestic load.

2                We've carefully examined a number of

3 options.  I'm convinced, and we hope to persuade you of

4 this as well, that the plan that Manitoba Hydro has

5 identified as its Preferred Plan is the right path

6 forward.

7                And I do want to underscore that the

8 Preferred Development Plan is not without flexibility.

9 While construction on the Keeyask generating station

10 and other aspects of the Preferred Plan must begin

11 shortly, Manitoba Hydro will always maintain the

12 flexibility to respond to future circumstances when it

13 comes to future resources identified as part of the

14 path.  Conawapa, for instance, will only get built if

15 the business case remains sound.

16                Having made those introductory remarks,

17 my intention today is to address a few of the themes

18 that run through Manitoba Hydro's business case and

19 have been emerging as the proceeding has unfolded.  My

20 hope is to frame these issues for the panel and explain

21 at a high level Manitoba Hydro's perspective of them.

22                As you know, Manitoba Hydro is putting

23 forward a number of witness panels that can speak

24 better than I can to the more detailed elements of the

25 analysis.  I'll touch on the following matters: the
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1 first are mandate, why the Preferred Development Plan

2 is the appropriate path forward, managing uncertainty

3 when developing a long-term plan, gated decision

4 points, Manitoba Hydro's views on natural gas

5 generation as a supply option, ratepayer impacts, and

6 the role of exports.

7                The mandate of Manitoba Hydro, a Crown

8 corporation of the Province of Manitoba, is set out in

9 the Manitoba Hydro Act.  There are three (3) components

10 of our mandate that should be stressed.  First, our

11 mandate includes providing for the continuance of a

12 supply of power adequate for the needs of the province.

13 Second, the Act references engaging in and promoting

14 economy and efficiency in the development, generation,

15 transmission, distribution, and supply of end-use

16 power.  Third, it also references marketing power to

17 persons outside the province on terms and conditions

18 acceptable to the Board.

19                Now, as I've already mentioned, the

20 fundamental driver of the NFAT analysis is the

21 increasing electricity demand in Manitoba.  We can, and

22 likely will, debate the pace of this growth and debate

23 different ways to slow it through energy conservation

24 or demand-side management initiatives.

25                However, what is crystal clear in my
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1 view is that: A) the Manitob -- that Manitoba Hydro has

2 an obligation to meet the province's future demand for

3 electricity, and B) new supply will be required sooner

4 rather than later to meet that obligation.

5                As I noted a minute ago, our statutory

6 mandate contemplates exports on appropriate terms.  As

7 I'll discuss later, exports have been a major reason

8 why Manitoba Hydro's rates remain so low relative to

9 many other jurisdictions.  Revenues from exports help

10 to offset costs for domestic customers.

11                While our need is associated with

12 domestic load, it is appropriate and important, in my

13 view, to look at the potential for export revenues to

14 be enhanced.  These opportunities exist right now and

15 they're real.  Manitoba Hydro already has in place

16 significant commitments from the US utilities to -- to

17 purchase new power supplies.  And of course, all of our

18 resource planning is done with an eye to the pri -- the

19 principles of sustainable development.

20                In leading up to this proceeding,

21 Manitoba Hydro investigated a wide range of potential

22 options to meet our growing domestic demand, including

23 demand-side management, or DSM, imports, wind, solar,

24 biomass, and natural gas, as well as hydro, and many

25 others.  We believe that among the variety of
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1 alternatives considered we've arrived at the best path

2 forward to achieve our mandate.

3                Our plan is about meeting the

4 electricity needs of Manitobans in a way that maximizes

5 benefits to Manitoba over the long term, effectively

6 manages the risks and supports long-term sustainable

7 development.  It's also about taking timely action that

8 respects the lengthy time frames for planning,

9 regulatory approval, and construction that are today's

10 reality for developing reliable electricity supply

11 infrastructure.

12                Our analysis shows that even without any

13 new exports, Manitoba will require new electricity

14 resources to meet domestic load, as I said, by about

15 2023.  As such, the Preferred Plan includes the

16 construction of the Keeyask generation station to be in

17 service in 2019, the construction of the Conawapa

18 generating station with an earliest in-service date of

19 2026, the construction of a 500 kilovolt, 750 megawatt

20 transfer capacity interconnection with the United

21 States at an earliest in-service date of 2020, and new

22 export sales commitments with Northern -- Northern

23 States Power, Minnesota Power, and Wisconsin Public

24 Service.

25                Our Preferred Plan also includes DSM.
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1 As you well know, unlike a generating station, the size

2 of DSM is not fixed.  It is continually under review by

3 Manitoba Hydro and will be expanded as it is determined

4 to be economic.  We believe our Preferred Development

5 Plan is the best long-term solution for Manitoba

6 customers and Manitobans when compared to other options

7 and alternatives, for a number of reasons.

8                It provides the lowest electricity rates

9 for Manitobans over the long term.  It provides the

10 highest level of system reliability and energy security

11 to Manitobans.  It supports Manitoba Hydro's long-term

12 financial health with higher levels of tangible fixed

13 assets and equity.  It has the lowest levels of

14 regional greenhouse gas emissions.  It provides the

15 most jobs and greatest socioeconomic benefits.  It

16 provides training, employment, business, and income

17 opportunities for Aboriginal communities in the

18 vicinity of the new generating stations.  It provides

19 the highest level of financial transfers to the

20 provincial government, which benefits all Manitobans,

21 and it has the most flexibility to deal with future

22 uncertainties and take advantage of additional export

23 opportunities.

24                This last point relating to flexibility

25 to deal with future uncertainty is important.  It's my
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1 second theme, and I propose to turn to it now.  Dealing

2 with uncertainty.  As noted earlier, we're planning for

3 the long term.  By definition, a long-term plan is

4 driven by and informed by the assumptions we make about

5 the future.  These include energy prices, interest

6 rates, and capital cost estimates and variables, such

7 as load growth, future energy conservation, severe

8 drought, and possible increases or decreases in river

9 flows due to climate change.

10                No one, not Manitoba Hydro and not one

11 (1) of the many experts who will be participating in

12 this review process, has perfect knowledge about the

13 future.  This means we -- we all must use the best

14 information available to us and rely on assumptions and

15 planning for an uncertain future.

16                It's not a simple undertaking.  The

17 world is dynamic place and change is ongoing.  The

18 thing is, we do not have the luxury of engaging in

19 perpetual analysis, as Ms. Ramage said.  It takes years

20 to plan and build a hydro generating station.

21                Similarly, it takes years to get

22 permits, obtain and prepare a site, and build a gas-

23 fired generating station.  These long lead times

24 require us to initiate these steps long before there's

25 an actual need for the energy.  If we wait too long, we
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1 will have failed in our mandated Hydro.

2                At some point, we must put a stake in

3 the ground and move forward to be in a position to meet

4 our obligation to Manitobans.  It's time to put that

5 stake in the ground.  While this may seem daunting, the

6 panel should be able to proceed with confidence.  It

7 will have the benefit of a very significant amount of

8 very good information on which to base its assessment

9 and recommendations, and it can be confident that Hydro

10 proceeded through a logical step-by-step analysis in

11 reaching its conclusions.

12                For starters, Manitoba Hydro has

13 presented a wide range of energy options, including

14 natural gas, DSM, wind, and hydro.  We've performed

15 extensive multistage resource planning analysis to come

16 up with viable plans.  Part of that analysis involved

17 engaging with neighbouring utilities so that

18 opportunities to work together for mutual benefit are

19 included.

20                Second, we performed extensive modelling

21 of all viable plans using a wide range of inputs and

22 what I understand to be cutting-edge, probabilistic

23 methods and scenario analysis to come up with a

24 Preferred Plan.  In addition to our -- to our internal

25 staff expertise, we engaged external expert consultants
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1 to assist in this modelling and analysis.

2                This work has enabled Hydro to respond

3 to changing conditions and develop plan sensitivities

4 to gain understanding of how shifts in underlying

5 assumptions might impact or alter our Preferred Plan

6 over time.

7                Third, on Keeyask, which is the first

8 major component of the Preferred Development Plan,

9 Hydro has undertaken the necessary steps to bring us to

10 the point where we can begin construction with

11 confidence.  There have been extensive community

12 consultations.  We've submitted mutually beneficial

13 partners -- partnerships with our First Nations

14 partners.  We've conducted environmental studies.  The

15 CEC hearings are now complete, and we look forward to

16 their report in April.

17                We've conducted significant field

18 investigations, engineering analysis, and construction

19 preparations.  We've recently selected a -- a very

20 experienced and capable contractor for the general

21 civil contract.  We're intending to award the contract

22 next week with construction being conditional on the --

23 upon final project approvals.

24                We're completing the process of

25 incorporating the successful build into our overall
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1 project cost estimate, including assessing the adequacy

2 of project contingencies and management reserves.  The

3 estimate will be reviewed for approval this week, and

4 preliminary results shared with you next week.

5                What I can say to you today is that the

6 general civil contract price is higher than what we had

7 estimated, but based on what we know, we don't see the

8 updated estimate changing our conclusion that Keeyask

9 is beneficial and justified by the variety of

10 significant benefits it brings to the table.

11                With the award of the general civil

12 contract, over 80 percent of the value of construction

13 contracts will be committed.  We'll have the benefit of

14 greater confidence around the Keeyask -- we have the

15 benefit of the greater -- greater confidence around the

16 Keeyask cost estimate, one of the larger var --

17 variables in the plan analysis.

18                Finally, Manitoba Hydro has developed a

19 comprehensive Risk Management Plan for the Preferred

20 Plan, including detailed contract provisions and

21 project management requirements.  Here I would point to

22 lessons learned from Wuskwatim and revisions to our

23 capital planning processes.

24                All of these steps were important for

25 improving our confidence in the appropriate path
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1 forward.  We can also address the uncertainty by

2 remaining flexible in how we respond to changing

3 circumstances.  Hence, the Preferred Plan is not a

4 fixed plan.  It's a pathway which sets us in the

5 direction of more hydro and an inner -- and

6 interconnection capacity, but it will be adapted as

7 necessary as we go along.

8                To allow for this adaptation, we've

9 built in a number of gated decision points into the

10 Preferred Plan.  The use of gated decision points is my

11 next topic.  We need to make a decision this year, as

12 Ms. Ramage said, about whether we're moving forward

13 with Keeyask or not, and we need to decide about

14 building the 750 megawatt interconnection.

15                Prospectively, there is what we refer to

16 as a gated decision point for proceeding with Conawapa.

17 The decision of whether or not to proceed with Conawapa

18 will be dependent on a number of factors, some of which

19 are controllable by us, some of which we can influence,

20 and some beyond our control.

21                We can and, based on our assumptions,

22 should continue to proceed on the path of planning for

23 Conawapa, but we do not need to commit to its

24 construction until early 2018 if we want it in service

25 by 2026.  In the interim, we'll continue to monitor and
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1 review key variables, including load growth, DSM plans,

2 new export contracts, which we continue to pursue with

3 -- with partner utilities in the US, capital cost

4 estimates for Conawapa and natural gas plants, natural

5 gas price forecasts, energy price forecasts, and

6 others.

7                If, for example, load doesn't

8 materialize and alternative sources of supply,

9 including DSM, become more cost effective, our plan has

10 the built-in flexibility to delay Conawapa, or shelve

11 it indefinitely.

12                I mention DSM because as -- as you'll

13 hear in more detail later today, we're looking at

14 significantly increasing our level of DSM programming

15 as part of our ongoing resource planning process.  The

16 preliminary results indicate that an increased level of

17 DSM, even if the initiatives are very successful, does

18 not alter the conclusion that Keeyask and the new 750

19 megawatt interconnection are justified, but it'll be

20 important to continue to monitor and evaluate how

21 additional DSM could affect other elements of our plan,

22 including Conawapa.

23                At this point, I want to shift gears and

24 address head-on the subject of natural gas generation.

25 During the course of this process, you'll unnec --
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1 undoubtedly hear the suggestion that we should be

2 developing natural gas generation rather than hydro.

3                First of all, I can assure the panel

4 that Manitoba Hydro has considered all possible sources

5 of new supply that could meet the province's future

6 needs, including natural gas.  We've -- we already have

7 gas generation in our resource mix.  It was only twelve

8 (12) years ago that Hydro constructed a 280 megawatt

9 gas generation facility at Brandon.

10                In our NFAT analysis, an all-gas option

11 was the base case which we compared all of the other

12 plans to.  As you may or may not know, half of my

13 professional life prior to joining Manitoba Hydro

14 included working for a large natural gas utility.  So

15 I'll be the first person to say that natural gas-fired

16 generation has favourable attributes, and in some

17 circumstances it could be the best option, but I have

18 no hesitation saying to you today that the all-gas

19 solution isn't the best option before us.

20                Our evaluations comparing new hydro with

21 natural gas generation options, including assessment of

22 natural gas supply and demand, and its competitive

23 environmental dimensions utilizing industry best

24 practices, based on current inter -- industry consensus

25 forecast gas prices, we concluded that gas generation
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1 options would result in the highest net cost and the

2 highest long-term electricity rates for Manitobans.

3                At the same time, gas-fired generation

4 produces significant greenhouse gas emissions and

5 provides fewer social benefits when compared to hydro-

6 based solutions.  But having said that, consistent with

7 the gated decision points built into our Preferred

8 Plan, we will continue to assess natural gas along with

9 other options as the future unfolds.

10                Turning to rates, I mentioned at the

11 outset of my opening statement that Manitobans are

12 fortunate to enjoy electricity rates that are amongst

13 the lowest in North America.  No one wants to see their

14 electricity bills rise, and we would prefer to avoid

15 that, too.

16                We will continue to do what we can to

17 control costs in our operations, but we're at a point

18 where we need to make significant investments to

19 maintain and review our existing generation,

20 transmission, and distribution systems, maintain our

21 corporate financial health, and of course develop new

22 sources of supply.

23                All of the options before us today will

24 lead to increased rates.  Over the long term, however,

25 the expected rate impact of our preferred development
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1 plan is lower than the alternatives.

2                I'll turn for a moment to the topic of

3 the role of exports and assessing potential paths

4 forward.  One of the reasons that we have low rates in

5 Manitoba is our electricity exports.  We have several

6 significant export arrangements in place that allow us

7 to maximize the benefit from existing -- our existing

8 resources.  Revenues from export sales offset revenue

9 requirements that would -- would otherwise have to be

10 recovered from our domestic customers.

11                As I've mentioned, domestic load growth

12 is driving our decision to build new generation, but

13 there currently exists a window of opportunity where we

14 can take advantage of new generation to increase export

15 revenue and mitigate the risk of investing in new

16 supply.

17                We continue to see a demand for clean,

18 reliable hydroelectricity in the US, and in

19 particularly the Midwest market we serve, where

20 utilities are looking to diversify their supply

21 portfolios by replacing aging coal-fired sources,

22 limiting their exposure to the price volatility of the

23 natural gas markets, and in some instances, securing

24 environmental attributes of renewable hydro power.

25                Manitoba Hydro now has in place new
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1 long-term export agreements that, along with domestic

2 demand growth, have essentially sold out all of the

3 surplus associated with Keeyask.  In all cases, these

4 agreements reflect prices substantially more attractive

5 than those in our existing firm export contracts.

6                As new hydro generating stations come

7 online, we will sell the surplus energy available to

8 help pay for those stations.  Large committed sales

9 contracts include Minnesota Power for 250 megawatts

10 between the years of 2020 and 2035; Northern State

11 Powers (sic) for 125 megawatts between '21 and '25;

12 Wisconsin Public Service, 108 megawatts recently

13 announced on Friday, between 2016 and '21; a previously

14 announced deal of 100 megawatts commencing in 2021 and

15 growing to 308 megawatts in the period 2027 to 2036.

16                The Minnesota Power NSP sale and the 100

17 megawatt Wisconsin sale that was announced in -- in

18 2011 do require the development of Keeyask.  A decision

19 to delay or not to proceed with the construction of

20 Keeyask would mean foregoing the revenue that would

21 flow from these contracts for decades.  These utilities

22 would build or procure alternative resources,

23 essentially taking Manitoba Hydro out of play in the

24 foreseeable future.

25                There is significant potential for
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1 export of hydro generation beyond the output of

2 Keeyask.  In addition to signed contracts, we've

3 entered into signed memorandums of understanding to

4 enter power sales discussions.  On the table for

5 discussion with export customers are up to 600

6 megawatts with Great River Energy and up to 500

7 megawatts with SaskPower, and we're pursuing

8 discussions with another of addi -- a number of

9 additional US utilities as well.

10                Of course, MOUs are not signed

11 contracts, and I fully expect to be challenged on our

12 outlook regarding the rate of electricity demand growth

13 in our targeted US markets.  I also expect you'll hear

14 differing views about the opportunities for Manitoba

15 Hydro, given competition from natural-gas-fired

16 generation, the uncertainty about the retirement of

17 coal-fuelled generation, and the market impacts of

18 carbon restrictions or taxes in these markets.

19                There will always be debate around such

20 outlooks.  We are comfortable that our outlooks are

21 reasonable.  We also view the MOUs as an indication of

22 strong commercial interest, and an important step on

23 the road to future sales contracts.  Virtually every

24 one of our existing firm export contracts was preceded

25 by an MOU.  As well, our 500 megawatt contract with
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1 Xcel is up for renewal and repricing in 2025.  This

2 would have to be supplied from Conawapa.  There won't

3 be capacity to renew that without it.

4                So where does leave us with our

5 Preferred Development Plan?  Keeyask is sold out, as

6 I've said, and the benefits of the new US

7 interconnection can be realized with this project.

8 Prospects for Conawapa are very promising.  Assuming

9 Conawapa proceeds, the recently announced 308 megawatt

10 WPS sale would utilize about 30 percent of its

11 dependable energy output.  Even partial successes under

12 the 600 megawatt MOU with GRE, and the 500 megawatt MOU

13 with -- with SaskPower, could fully subscribe the

14 balance of the firm energy available from Conawapa

15 until we grow into the demand.

16                The sale to Minnesota Power has

17 triggered a new transmission line from Winnipeg to

18 Duluth, Minnesota that will be required by around 2020.

19 Minnesota Power is championing the development of this

20 line in the US.  Those of you who follow the challenges

21 of developing new transmission lines in North America

22 will understand the significant opportunity that --

23 that presents itself today.  This new line will provide

24 enhanced access to markets for our surplus energy for

25 its -- over its entire life, not just for the term of
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1 the initial sales contracts.  It will also strengthen

2 reliability supply in Manitoba by doubling our ability

3 to import electricity in times of drought or other

4 emergencies.

5                If we were to pursue a gas path as the

6 next step in our supply portfolio, we will lose export

7 sales and a customer who is championing the development

8 of the US interconnection.  When and if Hydro power

9 expansion was reinitiated, we would be back to the

10 drawing boards for increased transmission to help

11 enable future surplus power sales and imports for

12 reliability.  The new Min -- the new Minnesota tie-line

13 is a time limited opportunity.

14                Having addressed my list of topics, I'll

15 return to my initial observation about how far we've

16 come.  Our plan is the result of many years of Manitoba

17 Hydro experience and studies, and is fully supported by

18 Manitoba Hydro staff, management, and as recently as

19 their meeting last week, by our board of directors.

20 Many of our staff have essentially been working seven

21 (7) days a week for months now, just as I'm sure the

22 same could be said for other participants and

23 independent consultants.

24                I'm proud of our team and the

25 professional product that we've brought forward.  It's
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1 not always easy for people to listen to lengthy public

2 critiques of their work, especially for those

3 individuals who have poured the better part of the last

4 year of their lives into first the preparation of the

5 filing, and subsequently responding to many hundreds of

6 interrogatories, often at great personal sacrifice.

7 However, at every opportunity I've tried to make it

8 very clear that Manitoba Hydro welcomes the public

9 scrutiny, financial, environmental, and otherwise, that

10 this process provides of our plans.

11                As we move forward with this review I

12 would encourage all of us to do our best to make this

13 process as much as possible about constructive

14 dialogue.  Many of the points we may hear during this

15 review have been heard before, during the '60s, '70s,

16 and even the 1980s, we move -- as we moved forward with

17 earlier Hydro power developments.  Many of those

18 developments were not without controversy in their day,

19 and certainly not without their issues.  I'd be the

20 first to say that our view of how such developments

21 should be undertaken, particularly with regard to the

22 environment and affected communities, has changed for

23 the better since then.

24                However, one (1) thing hasn't changed

25 from decades past, and that's our need to consider the
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1 long-term  interests of Manitobans.  The projects of

2 past decades were the produce of good foresight.

3 They've stood the test of time and have provided our

4 province with reliable, inexpensive energy that has

5 made us the envy of our neighbours.  They've powered

6 our homes, businesses, and industries for nearly forty

7 (40) years.  I'm confident that Manitoba Hydro's

8 Preferred Development Plan offers the best opportunity

9 to build on that legacy by providing reliable, cost

10 effective, and renewable energy for this and future

11 generations of Manitobans.

12                Recognizing that this panel has a

13 significant time commitment, I'll conclude my ope -- or

14 challenge -- I'll conclude my opening remarks at this

15 time.  And I think I'm about five (5) minutes ahead of

16 schedule so hopefully we can keep that going.

17

18                       (BRIEF PAUSE)

19

20                MR. RICHARD BEL:   Scott, what

21 proportion of the total cost of Conawapa and Keesak

22 (sic) is covered by those new export contracts

23 depending on their being built?

24                MR. SCOTT THOMSON:   In total, the

25 committed sales contracts that we've got are a little
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1 over $9 billion.  And those are over, you know, a time-

2 frame spanning out to -- to 2035.

3                I think the thing that's important to

4 recognize is that the -- the plants themselves have

5 lives of seventy-five (75) to a hundred (100) years, so

6 we would never anticipate that -- that the sales that

7 we make in the first ten (10) years would pay for the

8 plants in total.  And ultimately, we're not building

9 them to supply the US market need; we're building to --

10 to supply Manitoba demand.  But as you bring capacity

11 in, in chunks, you need to have a -- a way to lay off

12 the surplus in the early years.

13                So the -- the fact that -- that of the

14 two (2) projects of just over $16 billion combined --

15 the fact that we do have a revenue stream on the order

16 of $9 billion in -- between now and -- and 2035

17 provides a significant contribution towards that.

18                MR. RICHARD BEL:   Thank you.

19

20

21

22

23

24

25
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1                THE CHAIRPERSON:   Mr. Thomson, you said

2 there's a -- there's a window of opportunity for the

3 tie-line to the US.  Could you explain that one?

4                MR. SCOTT THOMSON:   Yes.  Minnesota

5 Power has -- has agreed to champion the development of

6 the line.  The -- the contract that we've entered into

7 with them for 250 megawatts of capacity could be

8 satisfied with a 230 kV line.  And they -- they were

9 committed to -- to building a 230 kV line to -- to be

10 able to take the power under their agreement.  They've

11 agreed to pursue a larger line, which would allow us

12 opportunities to make the sales to Wisconsin and -- and

13 other -- other deals that we will firm up over time.

14                If -- if Keeyask were not to proceed,

15 there would be no reason for them to -- or if we -- if

16 we don't get regulatory approvals to -- to do that,

17 then they wouldn't be building the -- the tie-line

18 'cause we wouldn't be able to supply them under the

19 contract.  So if -- if the -- they have a need early --

20 in the early '20s and the -- and the transmission line

21 is targeted to go into service in 2020, if -- if that

22 contract falls away, they -- they won't build the line,

23 and then we -- we'll be left short.

24                THE CHAIRPERSON:   I'll turn the

25 microphone over to you, Mr. Peters.
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1                MR. BOB PETERS:   Thank you, Mr.

2 Chairman.  I recognize the timetable had -- had these

3 comments going to 11:30.  And it appeared there might

4 have been a lunch break, and I'm not sure if that has

5 prompted attention from the media who wants access to

6 any of the parties.  But I'm prepared to continue at

7 least till noon, if that's satisfactory, and then I can

8 re-calibrate.

9                I can tell the panel that, based on my

10 informal discussions with colleagues opposite, in

11 addition to my questions, there will probably be

12 another hour and a half worth of questions for Mr.

13 Thomson as long as he's prepared to be with us this

14 afternoon.

15                And I believe Mr. Wojczynski is looking

16 to keep the last hour of the day for himself in terms

17 of his presentation.  So with that in mind, and backing

18 up, we need to hear from Mr. Wojczynski starting at

19 3:30, and then we should be finished with Mr. Thomson

20 by then.

21                So I'm prepared to continue if it suits

22 the panel.

23                THE CHAIRPERSON:   Let's continue,

24 please.

25                MR. BOB PETERS:   All right.  Thank you.
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1 CROSS-EXAMINATION BY MR. BOB PETERS:

2                MR. BOB PETERS:   Mr. Chairman, I have

3 circulated a book of documents.  I'll refer to it in a

4 few minutes, and it's been marked as PUB Exhibit 58-1.

5 I do have some extra copies at my side.  I'm not sure

6 if anybody wants the paper.  If they do, they're

7 welcome to it.

8                I understand from Ms. Ramage that, Mr.

9 Thomson, you've got a copy of my thirty (30) tabs in

10 the book of documents?

11                MR. SCOTT THOMSON:   Yes, sir.

12                MR. BOB PETERS:   Does it matter where

13 we start, sir?

14                MR. SCOTT THOMSON:   I'm in your hands.

15                MR. BOB PETERS:   All right.  Let's

16 start with your Manitoba Hydro Exhibit 84, which is a

17 document provided last week.  And this happens to be

18 your beef -- brief biography that's been filed for the

19 purposes of the NFAT.

20                Is that correct?

21                MR. SCOTT THOMSON:   Yes.

22                MR. BOB PETERS:   And, Mr. Thomson, I

23 want to thank you for your opening comments and your

24 being available today to answer parties' questions.  I

25 would like to make it clear at the outset that my
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1 questions are not seeking answers that contain

2 commercially-sensitive information.

3                Would that be clear?

4                MR. SCOTT THOMSON:   M-hm.

5                MR. BOB PETERS:   And your answer was

6 yes?

7                MR. SCOTT THOMSON:   Yes, it was.

8                MR. BOB PETERS:   And if any answer of

9 yours, you feel to complete your answer to the Board,

10 needs to contain the CSI, I would make the

11 recommendation that you would undertake to provide that

12 answer through your counsel, Ms. Ramage, and then that

13 written answer could be provided to the Board on blue

14 paper, as is the confidential information in these

15 proceedings.

16                Would that be satisfactory, sir?

17                MR. SCOTT THOMSON:   Certainly.

18                MR. BOB PETERS:   And, Mr. Thomson,

19 you've been the President and CEO of Manitoba Hydro --

20 you just had your two (2) year anniversary.

21                Have I got that right?

22                MR. SCOTT THOMSON:   That's right.

23                MR. BOB PETERS:   And if I am also

24 correct, today is your second appearance before the

25 Public Utilities Board?
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1                MR. SCOTT THOMSON:   Yes.

2                MR. BOB PETERS:   And before -- and for

3 the benefit of the newer members of the Board, you

4 alluded to it in your opening comments, prior to

5 Manitoba Hydro you were an executive fic -- Vice

6 President in the Finance and Regulatory Affairs

7 Department in energy supply with FortisBC Holdings?

8                MR. SCOTT THOMSON:   That's correct.

9                MR. BOB PETERS:   And you'll have to

10 help me out here, because I'm -- I always get this

11 wrong, but BC Gas became Terasen, and that became

12 FortisBC Holdings?

13                MR. SCOTT THOMSON:   That's correct.

14                MR. BOB PETERS:   And your involvement

15 was with Terasen Gas before it merged with Fortis?

16                MR. SCOTT THOMSON:   Yeah.  Initially,

17 the -- the company was called BC Gas Utility Limited

18 when -- when I joined.  And there was a -- a name

19 change along the way to Terasen.

20                MR. BOB PETERS:   And that was

21 predominantly a natural gas distribution utility, as

22 you mentioned?

23                MR. SCOTT THOMSON:   That's correct.

24 When Fortis acquired the -- the gas assets from -- from

25 Kinder Morgan in 2007, Fortis owned and operated a -- a
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1 electric distribution and generation utility in -- in

2 southeast BC.  And that's when I -- I got involved in

3 the electric industry directly.

4                MR. BOB PETERS:   Directly before that

5 you were with the natural gas distribution and had

6 about nine hundred and twenty thousand (920,000)

7 customers?

8                MR. SCOTT THOMSON:   Yeah, it was about

9 nine-fifty (950) by the time I left.

10                MR. BOB PETERS:   And predominantly in

11 communities outside of the mainland?

12                MR. SCOTT THOMSON:   No, we -- we served

13 -- we -- we served 96 percent of the -- the gas

14 customers in the province.  It was only the -- the

15 northeast that was served by Pacific Northern Gas.

16                MR. BOB PETERS:   And did Terasen

17 generate electricity using natural gas as a fuel?

18                MR. SCOTT THOMSON:   No, we didn't.  We

19 supplied BC Hydro and their thermal operations at

20 Burrard Inlet.

21                MR. BOB PETERS:   So Terasen generated

22 electricity using water as a fuel?

23                MR. SCOTT THOMSON:   No, sorry, FortisBC

24 did in their -- in their electric operations.  They --

25 they operated four (4) facilities.
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1                MR. BOB PETERS:   The electric customer

2 base that you had when you were in British Columbia was

3 about a hundred and eleven thousand (111,000)?

4                MR. SCOTT THOMSON:   Direct.  And then

5 about fifty thousand (50,000) through municipal -- or

6 that we supplied to municipal utilities.

7                MR. BOB PETERS:   Would it be fair and

8 true, Mr. Thomson, that you didn't have prior

9 experience overseeing the construction of hydro-

10 generating stations?

11                MR. SCOTT THOMSON:   That would be --

12 that would be true.

13                MR. BOB PETERS:   And I was going to say

14 certainly who would have in terms of the magnitude of

15 Keeyask and Conawapa, but that's -- that's

16 unprecedented in Manitoba's history?

17                MR. SCOTT THOMSON:   Well, we've

18 certainly built stations as big as Keeyask before.

19 Conawapa will be bigger.  And we do have a -- a few

20 people that are still around from those days, but they

21 are -- they are thinning out.

22                MR. BOB PETERS:   When you were hired by

23 Manitoba Hydro to succeed Mr. Brennan as president,

24 Manitoba Hydro already had a preferred development

25 plan, did it not?
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1                MR. SCOTT THOMSON:   Yes, it did.

2                MR. BOB PETERS:   And that Preferred

3 Development Plan included Keeyask and Conawapa, as well

4 as exports at that time?

5                MR. SCOTT THOMSON:   Yes.

6                MR. BOB PETERS:   Can you tell the

7 Board, under your presidency, what, if any, major

8 changes have been made to Manitoba Hydro's Preferred

9 Development Plan?

10                MR. SCOTT THOMSON:   I -- I suppose the

11 most significant thing would be that we've -- we've

12 firmed up a number of the -- the sales contracts that

13 support the Preferred Development Plan over the past

14 couple of years, culminating them in the most recent

15 announcements.  And then of course assumptions that

16 we've made have -- have been born out or been amended

17 as time passed for -- for economic circumstances.

18                MR. BOB PETERS:   And speaking of recent

19 announcements, including the one that was made this

20 past weekend, Mr. Thomson, Manitoba Hydro and Wisconsin

21 Public Service have some to a tentative agreement on a

22 308 megawatt sale.

23                Is that right?

24                MR. SCOTT THOMSON:   That's -- that's

25 correct.
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1                MR. BOB PETERS:   And I'm not looking

2 again for any commercially sensitive information to be

3 disclosed on the public record, but -- and I understand

4 through counsel that contract has not yet been filed in

5 a redacted form on the public record, or un-redacted

6 with this Board.

7                Is that your understanding as well?

8                MR. SCOTT THOMSON:   That -- that's

9 correct.

10                MR. BOB PETERS:   Are you able, at this

11 time, Mr. Thomson, to indicate to the Board whether

12 transmission is included in that contract?

13

14                       (BRIEF PAUSE)

15

16                MR. SCOTT THOMSON:   Would you mind just

17 clarifying what you mean by 'including transmission'?

18                MR. BOB PETERS:   Has it been disclosed,

19 or can you disclose publicly who's paying for the

20 transmission line to ship energy to Wisconsin Public

21 Service?

22                MS. PATTI RAMAGE:   Mr. Peters, maybe I

23 can help with the clarification.  Are you talking the

24 transmission investment, as opposed to who pays under

25 the MISO -- or under the tariffs for transmission?
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1                MR. BOB PETERS:   Thank you, Ms. Ramage.

2 I'm -- I'm asking who's paying for the investment in

3 the transmission line, the physical transmission line,

4 that is needed to carry the 308 megawatts to -- help me

5 out, is it Green Bay?

6                MR. SCOTT THOMSON:   Okay.  We're --

7 we're building the line to the border.  Minnesota Power

8 is -- is going to be the majority owner of the US side

9 of the transmission line.  And the -- we'll be looking

10 to incorporate investments from -- from other players

11 south of the border.  We have agreed to back-stop, as

12 necessary, the -- the investment -- the minor -- a mon

13 -- sorry, a minority investment in that line up until

14 the time when it can be sold off to third parties.

15                MR. BOB PETERS:   Thank you.  And if I'm

16 dancing on eggshells you're going to tell me in short

17 order. But what you've just indicated is that for the

18 first time ever Manitoba Hydro is planning on investing

19 in an asset located in the United States.

20                Is that correct?

21                MR. SCOTT THOMSON:   A transmission --

22 well, we -- we hold transmission rights in the US, but

23 the -- this would be the first time we -- I believe,

24 we've -- we've invested in a -- in a transmission line

25 per se.
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1                MR. BOB PETERS:   And the size of the

2 transmission line, and we -- we talk about the 750

3 megawatt transfer capability as being the -- the large

4 line or the larger of the two (2) lines that were being

5 considered.

6                Is that correct?

7                MR. SCOTT THOMSON:   That's correct.

8 And -- and it would only be if the 750 megawatt

9 intertie was built that we would have an investment.

10 If -- if a two-fifty (250) line gets built that would

11 be funded by Minnesota Power exclusively.

12                MR. BOB PETERS:   Okay.  Well, let's

13 just take this one (1) step at a time then.  If the --

14 if the -- you already told the Board this morning in

15 your comments that you have a 250 megawatt sale lined

16 up with Minnesota Power, correct?

17                MR. SCOTT THOMSON:   That's correct.

18                MR. BOB PETERS:   And Minnesota Power is

19 prepared to build their own transmission line to the

20 Manitoba border to come and get that power and bring it

21 back down to the Minneapolis area?

22                MR. SCOTT THOMSON:   That's correct.

23                MR. BOB PETERS:   However, to have the

24 opportunity to sell additional power in the states,

25 Manitoba Hydro is proposing that the transmission line
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1 now be up-sized to 750 megawatts as opposed to the 250

2 megawatts, correct?

3                MR. SCOTT THOMSON:   That's correct.

4                MR. BOB PETERS:   And so the only way

5 that Manitoba Hydro can get the energy to Wisconsin

6 Public Service is on a line that is 750 megawatts of

7 transfer capability?

8                MR. SCOTT THOMSON:   Yes.

9                MR. BOB PETERS:   And that 750 megawatt

10 line that Manitoba Hydro is proposing to build, the

11 first third of it, or the two hundred and fifty (250)

12 out of the seven-fifty (750), would still be paid for

13 by Minnesota Power, who you've indicated was prepared

14 to build their own transmission line on their deal?

15                MR. SCOTT THOMSON:   That's correct.

16                MR. BOB PETERS:   So what's left over

17 is, by up-sizing it by an additional 500 megawatts,

18 there's additional capital costs and operating costs

19 that go along with that?

20                MR. SCOTT THOMSON:   Yes.

21                MR. BOB PETERS:   And would it be

22 correct to say that Manitoba Hydro plans to own 49

23 percent of the line?

24                MR. SCOTT THOMSON:   No, we don't plan

25 on owning that much and, ultimately, we expect to -- to



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

110

1 be able to sell that off.  The -- the -- with -- with

2 the two-fifty (250) that -- that Minnesota Power is

3 taking and the three hundred and eight (308) that

4 Wisconsin's taking, there are only -- there -- there

5 remains about 200 megawatts of -- of capacity that

6 would have to be taken up.  And we're -- we're

7 confident that we're going to be in a position to do

8 that.  We -- we've -- it is commercially sensitive, but

9 I -- we are in discussions with -- with parties about

10 that investment.

11                MR. BOB PETERS:   So the question that

12 precipitated this line of questioning, Mr. Thomson, is:

13 Can you tell us on the public record whether Wisconsin

14 Public Service is prepared to contribute to the 750

15 megawatt transmission line as part of the recently

16 announced 308 megawatt sale to WPS?

17

18                       (BRIEF PAUSE)

19

20                MR. SCOTT THOMSON:   They -- they'll get

21 a delivered product as part of that.

22                MR. BOB PETERS:   I take from your

23 answer that a delivered product means that there's no

24 express payment by Wisconsin Public Service for the

25 transmission line costs, but whatever it pays in the
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1 price of the product Manitoba Hydro delivers will

2 include, from Manitoba Hydro's perspective, a portion

3 on account of transmission costs?

4                MR. SCOTT THOMSON:   That's correct.

5                MR. BOB PETERS:   But Manitoba Hydro

6 would still then be notionally responsible for the

7 capital costs, at least to two-thirds (2/3s) at this

8 point in time, as well as two-thirds (2/3s) of the

9 operating and maintenance costs?

10

11                       (BRIEF PAUSE)

12

13                MR. SCOTT THOMSON:   Yeah, Minne --

14 Minnesota Power will be holding 51 percent of the line.

15 The -- the maximum holdings that we could -- would have

16 would be forty-nine (49).

17                MR. BOB PETERS:   And I take it that

18 that 51-49 percent demarcation isn't necessarily based

19 on financial contribution; it's based on recognition of

20 -- of sovereignty issues, that Manitoba Hydro does not

21 want to be a majority owner of a transmission line

22 located in the United States?

23                MR. SCOTT THOMSON:   That's true in

24 part, yes.

25                MR. BOB PETERS:   Well, what part of
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1 that isn't true?

2                MR. SCOTT THOMSON:   As far as that

3 goes, that's true.  We -- we don't want to hold a

4 majority interest in a US asset.

5                MR. BOB PETERS:   All right.  So -- so

6 let's not get caught up on 49:51, because the amount of

7 dollars spent won't -- won't track that ownership

8 interest necessarily?

9                MR. SCOTT THOMSON:   That's -- that's

10 fair.

11                MR. BOB PETERS:   Okay.  And we know

12 that because Minnesota Power is only in for 250

13 megawatts, which is one-third (1/3) of the capacity of

14 the line, and yet they're going to own 51 percent of

15 it?

16                MR. SCOTT THOMSON:   And -- yeah.  And I

17 think that there -- there's other -- there's other

18 elements of -- of contra -- contractual elements with

19 Minnesota Power probably -- which probably would be

20 best for you to follow up with Mr. Cormie on his panel,

21 he -- he'll be able to speak to it in some detail, and

22 then through the -- the CSI piece.

23                MR. BOB PETERS:   All right.  Thank you

24 for that, Mr. Thomson.  If I can turn to the PUB

25 Exhibit 58-1.  Maybe we'll start at page 3 and look at
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1 -- it's at -- it's Tab 1.  It's the PUB's terms of

2 reference.

3                I was just putting this up, Mr. Thomson,

4 to -- to try to narrow down with you what specifically

5 Manitoba Hydro is asking for this PUB-NFAT panel to do

6 in respect of this -- this hearing that it's

7 conducting.

8                MR. SCOTT THOMSON:   Well, the

9 government's asked the -- the panel to review our plans

10 and make recommendations as it sees fit on them.  I

11 think what -- what both myself and -- and Ms. Ramage

12 were speaking to this morning, there are some -- some

13 key elements that have to be dealt with sooner rather

14 than later in terms of -- of moving forward with --

15 with the first step of our -- our preferred plan, which

16 is around the -- the Keeyask generating station and the

17 interconnection.

18                And -- and so as a -- as a first step,

19 we're -- we're hopeful that we'll be persuasive with

20 the panel and -- and that they'll recommend that that -

21 - that we proceed down that avenue and preserve the --

22 preserve the -- the option of -- of building Conawapa

23 as events unfold into the future.

24                MR. BOB PETERS:   Would it be a correct

25 interpretation of your comments that, if this panel
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1 deals with the Keeyask issue and the size of the

2 transmission line issue, in terms of positive

3 recommendations, those would be the only two (2)

4 matters that Manitoba Hydro says are -- are key at this

5 point in time?

6                MR. SCOTT THOMSON:   Those are most

7 critical.  Whether -- whether we -- whether we follow

8 that path to build Keeyask or if -- if the

9 determination of the panel was to -- to pursue an all-

10 gas alternative, that would pre-empt a number of

11 things.  But if -- if we proceed down the path of -- of

12 Keeyask, we would -- we -- in the fullness of the

13 hearing and the evidence that's been filed and -- and

14 yet to come out in -- in the process of the hearing, I

15 think that -- that the second piece around Conawapa and

16 -- and preserving the option to move forward is also

17 important.

18                Part -- as I'd mentioned, I think part

19 of what we will be doing over -- in the ensuing years

20 is continuing to -- to monitor and update our analysis

21 to -- to ensure that moving forward with the second

22 phase of the plan makes sense at -- at the time that we

23 have to make those decisions.

24                MR. BOB PETERS:   Would it be fair and

25 accurate, Mr. Thomson, to suggest that the long-term
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1 nature of the Conawapa generating station is one that

2 is not in clear focus as we sit here today because

3 there are many variables?

4                MR. SCOTT THOMSON:   Yeah.  We're not as

5 far progressed in terms of -- of that element of it.

6 You know, if I -- if I -- if we think about where we

7 sit with Keeyask, where we've -- where we've identified

8 about 80 percent of the -- the contractors and contract

9 value of -- of moving forward on that project at this

10 point in time, there's -- there's a great deal of -- of

11 certainty around that.

12                Conawapa was a very well-defined -- is a

13 very well-defined project.  We've -- we've been down

14 this path before.  There's -- the engineering's been

15 done and we've -- we've incorporated all the lessons

16 learned from -- from Wuskwatim in -- in the assessment

17 of that and -- and the estimating of that.  So, you

18 know, I think that -- I think that there's a lot of

19 evidence that's been placed on the record around that,

20 and it makes sense to -- to deal with that at this

21 point in time.  I wouldn't -- I wouldn't want to see us

22 just preempt this and -- and bifurcate the hearing.

23                MR. BOB PETERS:   I understand your

24 point, and I'll ask Ms. Villegas to help me turn to

25 page 13 in Board counsel's book of documents, found in
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1 Tab 2, which just set forward an extract of the

2 Preferred Development Plan from Manitoba Hydro's

3 filing.

4                You mentioned in your last answer to me,

5 Mr. Thomson, that Manitoba Hydro wants -- wants, in my

6 words, the green light on Keeyask, correct?

7                MR. SCOTT THOMSON:   Yes.

8                MR. BOB PETERS:   Because the green

9 light on Keeyask really means either a red light or a

10 yellow light on an all-gas scenario.

11                MR. SCOTT THOMSON:   That's correct.  If

12 we -- if we proceed down the path of moving to Keeyask,

13 we have the optionality of Conawapa or gas in the

14 future beyond Keeyask.

15                MR. BOB PETERS:   Now, in terms of the

16 commitment to Keeyask, is it on the public record --

17 and I believe it is, so I'll ask the question in a way

18 that I think is appropriate -- that there is no

19 mandatory requirement for Manitoba Hydro to commence

20 Keeyask construction in the summer of 2014 if Manitoba

21 Hydro still wants to preserve the export contracts,

22 some of which are shown on the screen.

23                MR. SCOTT THOMSON:   There's -- there

24 are some provisions in the -- in the contractual

25 arrangement that we have with -- with Minnesota Power
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1 that would allow for -- for regulatory delay.  If a

2 proj -- projects that get delayed tend to cost more

3 money.  We're -- we're in a position where we're ready

4 to go this summer.  We've identified the contractors,

5 and we have made investments to date in -- in the

6 project.  So -- so if the -- if it's put on hold, it's

7 almost certainly to cost more in the long run.

8                MR. BOB PETERS:   Okay.  Well, we'll --

9 we'll deal with that part of your answer, if not with

10 you, we'll -- I'm sure we'll talk to -- to others about

11 that -- that portion.  But let's just talk about the --

12 the delay possibilities of constructing Keeyask.

13                Can you indicate on the public record

14 for how many years Manitoba Hydro can delay the

15 construction of Keeyask for regulatory purposes without

16 losing the export contracts that Manitoba Hydro has --

17 has signed?

18

19                       (BRIEF PAUSE)

20

21                MR. SCOTT THOMSON:   Sorry about that.

22 There's -- there's up to a two (2) year regulatory

23 delay allowed.

24                MR. BOB PETERS:   And so if for any

25 reason the provincial government wanted to or requires
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1 additional time to finalize its decisions, there are

2 additional years for such delay, that's two (2) years

3 you're telling us, and you would still preserve the

4 contractual arrangements that Manitoba Hydro has

5 negotiated?

6                MR. SCOTT THOMSON:   That's correct.  I

7 -- the two (2) year window, it is -- is there for

8 regulatory purposes, but we've also got to accommodate

9 the construction schedule as well, so.

10

11                       (BRIEF PAUSE)

12

13                MR. BOB PETERS:   Just on the point,

14 your second point.  I want to come back to it.  You

15 said projects delayed cost -- end up costing more

16 money, and one (1) of the reasons for that delay is the

17 financing costs of whatever money has been spent to

18 date?

19                MR. SCOTT THOMSON:   That's part of it,

20 yes.

21                MR. BOB PETERS:   And --

22                MR. SCOTT THOMSON:   And -- and then

23 general escalation in pricing.

24                MR. BOB PETERS:   The general escalation

25 in pricing would be for the contractual commitments,
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1 and the buying the -- the components?

2                MR. SCOTT THOMSON:   That's correct.

3                MR. BOB PETERS:   Can you indicate --

4 when you indicate that, in your opening comments, up to

5 80 percent of the Keeyask costs will be, in my words,

6 committed once the Keeyask civil contract is let, have

7 I got that evidence from you right?

8                MR. SCOTT THOMSON:   You have, subject

9 to approvals to proceed.  So I -- we're -- we're not --

10 we -- we -- there are outs if we don't get regulatory

11 approval.

12                MR. BOB PETERS:   And si -- 80 percent

13 of the construction costs will be let, or in place.

14                Is that 80 percent of the $6.2 billion?

15                MR. SCOTT THOMSON:   It's the -- it's

16 the -- the hard construction related costs.  A -- a

17 significant portion of -- of the six point two (6.2) is

18 associated with -- with financing.

19                MR. BOB PETERS:   Okay.  Let me ask it

20 this way.  Are you able to put on the record what the

21 dollar amount is that -- what does that 80 percent

22 equate to in dollars?

23                MR. SCOTT THOMSON:   You'd probably be

24 better to wait and ask the panel that -- that's going

25 to deal with capital costs on -- on the var -- I -- I
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1 just don't have the information in front of me, and --

2 and it would make more sense to have -- have those

3 folks deal with it.

4                MR. BOB PETERS:   When -- okay, when you

5 talked about those contracts having different outs in

6 it in terms of a two (2) year regulatory delay, as an

7 example, are there any financial penalties as a result

8 of the delay?

9                MR. SCOTT THOMSON:   There are -- in --

10 in the -- the most significant of the contracts, the

11 general civil contract that we've negotiated, there are

12 -- there are clauses that would allow for delay, and

13 there's clauses that would deal with cancellation.

14 They're -- they're relatively nominal in the -- in the

15 scheme of the project, but beyond that, that is

16 commercially sensitive.

17                MR. BOB PETERS:   And can you indicate

18 to the panel how much money of -- and -- and let me

19 start off, maybe, by this question.

20                Would I be correct in understanding that

21 the Keeyask generating station, for purposes of this

22 NFAT, has been priced out in service at $6.2 billion?

23                MR. SCOTT THOMSON:   Say that -- please

24 say that again?

25                MR. BOB PETERS:   All right.  I'll
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1 change it.  What is going to be the in-service cost of

2 Keeyask?

3                MR. SCOTT THOMSON:   Yeah, we're --

4 we're -- as I mentioned in my -- my remarks, we're in

5 the process of finalizing our -- our review of our

6 contingencies and management reserves.  That

7 information is going to be shared with Knight Piesold -

8 - Piesold later this week, I believe, and -- and then

9 be available by next week for Panel 2.

10                MR. BOB PETERS:   That answer suggests

11 to me that the $6.2 billion number may not be fixed in

12 stone.

13                MR. SCOTT THOMSON:   Well, we're --

14 we're finalizing a revision to cost estimates.  Once --

15 with the general civil contract being the -- the most

16 significant piece of the project, the -- the bid that -

17 - that we had received was -- was within our -- our pro

18 -- our point estimate and -- and contingency, but it --

19 it caused us, as would normally be our custom when we -

20 - when we enter into a significant arrangement, to

21 review the adequacy of the reserves.  It's a -- it's a

22 major milestone in the -- in the project then.

23                So based on that, the -- the preliminary

24 indication is that there is going to be a change in our

25 -- in our reserve estimates, and -- and that
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1 information will be available for next week.

2                MR. BOB PETERS:   On page 70 of the book

3 of documents, found at Tab 20 -- twenty-three (23),

4 there's -- there's a graph that depicts over time the

5 capital cost increases on Conawapa, Keeyask, Bipole 3,

6 and Wuskwatim.   You've be familiar with those since

7 you came to Manitoba Hydro, sir?

8                MR. SCOTT THOMSON:   Yes.

9                MR. BOB PETERS:   I -- I didn't

10 understand from your last question and -- and -- or

11 your last answer to my question that the Keeyask

12 generating station -- you were going to look at the

13 management reserves and the contingencies is what I

14 heard, but I was given to understand that the

15 management reserves and contingencies are already built

16 into the $6.2 billion number?

17                MR. SCOTT THOMSON:   Yes, they are.

18                MR. BOB PETERS:   All right.  So what

19 you're telling the panel is, based on Manitoba Hydro's

20 review, the panel next week will be in a better

21 position to indicate whether that $6.2 billion figure

22 is firm, or whether it's different than 6.2 billion?

23                MR. SCOTT THOMSON:   They will be able

24 to confirm that.  And -- but I can tell you today, it's

25 going to be adjusted upwards.
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1                MR. BOB PETERS:   All right.  So that

2 takes out the surprise as to whether it's up or down,

3 but the magnitude of the increase, is that something

4 that's -- you're able to quantify, at least estimate at

5 this time, or is that something you have to wait?

6                MR. SCOTT THOMSON:   I -- I'd prefer if

7 -- if we -- if you could bear with us for a couple more

8 days.  We are -- we're finalizing it and going over it

9 at the executive committee tomorrow.  I've seen the

10 preliminary results, but --

11                MR. BOB PETERS:   Okay.  I'll respect

12 you want to take it through your executive and that'll

13 -- that'll also get reported to your board, I take it?

14                MR. SCOTT THOMSON:   M-hm.  Yes.

15                MR. BOB PETERS:   In terms of the

16 Keeyask cost to date, is it correct that Manitoba Hydro

17 has spent approximately $1 billion on the Keeyask

18 project to date?

19

20                       (BRIEF PAUSE)

21

22                MR. SCOTT THOMSON:   I'm -- I'm advised

23 by my colleague that it's not to date, but expected to

24 be by June when the decision has to be made.

25                MR. BOB PETERS:   You mean -- you mean
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1 it's not June?

2                MR. SCOTT THOMSON:   Jesus, I hope not

3 with this weather.

4                MR. BOB PETERS:   You're not alone.

5 There is a response, and I am corrected, that June of

6 '14, the expected expenses that will have been already

7 paid for by Manitoba Hydro will be $1 billion for

8 Keeyask.

9                And -- and likewise, is it -- for

10 Conawapa, there's been approximately $300 million spent

11 -- expected by June of '14?

12                MR. SCOTT THOMSON:   Yes.

13                MR. BOB PETERS:   Mr. Thomson, I don't

14 want you to divulge any discussions you've had with the

15 province, but I take it that Manitoba Hydro is in

16 communication with the province, because it nominally

17 owns the share for all Manitobans?

18                MR. SCOTT THOMSON:   Yes.

19                MR. BOB PETERS:   And in -- in terms of

20 the permissions that Manitoba Hydro requires from the

21 province, on tab -- on page 18 of my book of documents,

22 I have a couple of extracts from the Manitoba Hydro

23 Act, and perhaps on page 19 it's set out even better,

24 that the -- Manitoba Hydro needs the permission of the

25 Lieutenant Governor-in-Council to develop new power
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1 generation stations, correct?

2                MR. SCOTT THOMSON:   Yes.

3                MR. BOB PETERS:   And I also understand

4 from the legislation -- I'm not asking you to put your

5 lawyer's hat on.  You -- you have enough of them around

6 you at this time.  But Manitoba Hydro also requires the

7 permission of the province before Manitoba Hydro can

8 spend over a certain amount?

9                MR. SCOTT THOMSON:   Yes.

10                MR. BOB PETERS:   Much like me with my

11 wife, but the numbers are quite a bit different here.

12 The -- the budgetary approval that Manitoba Hydro

13 requires is for expenditures in excess of $5 million --

14 million?

15

16                       (BRIEF PAUSE)

17

18                MS. PATTI RAMAGE:   Mr. Peters, I

19 reluctantly admit I don't have the Act memorized, and

20 I'm not a hundred percent sure on the answer to that.

21 So in fairness to Mr. Thomson, it -- it will read as it

22 reads.  But rather than myself review the -- the Act on

23 the spot, maybe we could defer that to --

24                MR. BOB PETERS:   All right.

25                MS. PATTI RAMAGE:   -- this afternoon.



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

126

1 CONTINUED BY MR. BOB PETERS:

2                MR. BOB PETERS:   I'll -- I'll move

3 along, and I know -- recognize we're approaching the

4 lunch hour.

5                Manitoba Hydro, Mr. Thomson, does not

6 yet have final approval from the Lieutenant Governor-

7 in-Council to construct Keeyask, does it?

8                MR. SCOTT THOMSON:   That's correct.  We

9 have approvals to do the work that we've done so far --

10                MR. BOB PETERS:   All right. In terms --

11                MR. SCOTT THOMSON:   -- in the

12 infrastructure project.

13                MR. BOB PETERS:   I'm sorry for cutting

14 you off.  You have approvals for the infrastructure

15 projects?

16                MR. SCOTT THOMSON:   The Keeyask

17 infrastructure project, building the roads and -- in

18 and -- and the -- the preliminary work, the camps.

19                MR. BOB PETERS:   Is that preliminary

20 work is what's costing $1 billion?

21                MR. SCOTT THOMSON:   That's a portion of

22 it.

23                MR. BOB PETERS:   Has Manitoba Hydro

24 obtained specific approvals along the way, Mr. Thomson,

25 or is it a blanket approval that Manitoba Hydro was
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1 operating under in terms of its expenditures on

2 Keeyask?

3                MR. SCOTT THOMSON:   Not a blanket

4 approval.

5

6                       (BRIEF PAUSE)

7

8                MR. SCOTT THOMSON:   We -- we didn't

9 have a blanket approval for the -- the full amounts,

10 but the various components where we needed approvals

11 have been obtained.

12                MR. BOB PETERS:   Mr. Thomson, has the

13 Manitoba Hydro Electric Board retained any independent

14 expert consultants to conduct any due diligence on

15 Manitoba Hydro's Preferred Development Plan?

16                MR. SCOTT THOMSON:   No, I don't believe

17 they have.

18                MR. BOB PETERS:   And to your knowledge

19 and Manitoba Hydro's knowledge, has the Government of

20 Manitoba retained any independent expert consultants to

21 conduct any due diligence on Manitoba Hydro's Preferred

22 Development Plan?

23                MR. SCOTT THOMSON:   I -- I believe that

24 was the purpose of this whole proceeding.

25                MR. BOB PETERS:   All right.  So you
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1 understand that the government hasn't retained it --

2 any of its own independent expert consultants, but the

3 government is relying on the Public Utilities Board to

4 conduct this NFAT and provide a report as part of the

5 government's due diligence?

6                MR. SCOTT THOMSON:   Yes.

7                MR. BOB PETERS:   Mr. Chairman, in light

8 of the hour, I would suggest I stand down for the lunch

9 hour.  I am prepared to continue after lunch for a

10 limited period of time, recognizing that by two o'clock

11 I will have to turn the microphone over to other

12 counsel to finish by 3:30, which will allow Mr.

13 Wojczynski to finish by 4:30.  So that would be my game

14 plan recommended, sir.

15                THE CHAIRPERSON:   And what is your

16 recommendation for us to resume these proceedings?

17                MR. BOB PETERS:   I'd say 1:15 would be

18 fine, if that suits the panel.

19                THE CHAIRPERSON:   There seems to be a

20 consensus that we can start at 1:00 if that --

21                MR. BOB PETERS:   I'll be here.

22                THE CHAIRPERSON:   Okay.

23                MR. BOB PETERS:   Okay.  One o'clock.

24                THE CHAIRPERSON:   One o'clock, then.

25                MR. BOB PETERS:   Thank you.
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1 --- Upon recessing at 12:05 p.m.

2 --- Upon resuming at 1:01 p.m.

3

4                THE CHAIRPERSON:   Good afternoon.  I

5 think we're ready to resume the proceedings.  I just

6 want to remind all attendees that those with

7 microphones to be careful about the management of your

8 microphone, particularly making sure that you turn it

9 off, because the asides that you deliver to your

10 colleagues can be overheard if the microphone is still

11 on.  So please be mindful of the sensitivity of these

12 devices.  Thank you.

13                I think we're ready to turn it over back

14 to you, Mr. Peters.

15                MR. BOB PETERS:   Thank you.  Good

16 afternoon, Mr. Chairman and the panel, Mr. Thomson, Ms.

17 Ramage.

18

19 CONTINUED BY MR. BOB PETERS:

20                MR. BOB PETERS:   Mr. Thomson, before

21 lunch you answered a question from Board member Bel.

22 Do you recall that, about the revenues coming from the

23 various contracts?

24                MR. SCOTT THOMSON:   I believe so.

25                MR. BOB PETERS:   And again I'm throwing
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1 out the CSI warning here, that I don't want you to

2 delve in an area that you don't want on the public

3 record for competitive or financial reasons.  But when

4 Manitoba Hydro goes to market to sell energy, Manitoba

5 Hydro has, in essence, different products.

6                Would you agree with that?

7                MR. SCOTT THOMSON:   Yes.

8                MR. BOB PETERS:   And I would suggest

9 that probably Mr. Cormie will be the gentleman who

10 knows what those products are inside and out.  And that

11 would be your understanding, as well?

12                MR. SCOTT THOMSON:   Yes.

13                MR. BOB PETERS:   Now, some of those --

14 when we talk about energy and the products, it may not

15 be intuitive to those who aren't in the -- in the

16 energy industry, but some electricity is worth more

17 than other electricity.

18                Would that be true?

19                MR. SCOTT THOMSON:   Yes.

20                MR. BOB PETERS:   And I'm not going to

21 talk about any particular contract in my questions at

22 this time, Mr. Thomson.  But for example, we -- we talk

23 about firm energy.

24                And what the panel will learn is that

25 firm energy is exported by Manitoba Hydro out of
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1 Manitoba Hydro's dependable energy?

2                MR. SCOTT THOMSON:   Yes.

3                MR. BOB PETERS:   And that's a -- that's

4 one of the most valuable products that Manitoba Hydro

5 can sell?

6                MR. SCOTT THOMSON:   Yes.

7                MR. BOB PETERS:   Because that's the

8 product that's being sold to everybody in this room, is

9 dependable energy?

10                MR. SCOTT THOMSON:   Yes.

11                MR. BOB PETERS:   And for those

12 residential customers, they're paying approximately

13 seven (7) cents a kilowatt hour for it?

14                MR. SCOTT THOMSON:   That's the

15 delivered cost, yes.

16                MR. BOB PETERS:   All right.  And your

17 export partners who buy that similar product will have

18 a price that's negotiated between them and Manitoba

19 Hydro for that product?

20                MR. SCOTT THOMSON:   That's correct.

21                MR. BOB PETERS:   And that dependable

22 energy has its highest value during the peak hours of

23 the day for your counterparties generally.

24                Would you agree with that?

25                MR. SCOTT THOMSON:   Generally, yes.
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1                MR. BOB PETERS:   All right.  And let's

2 -- let's leave the caveat on the table that if Mr.

3 Cormie is listening or reading and disagrees with this,

4 we'll give him ample opportunity to -- to clarify the

5 record.

6                So the peak energy that comes out of the

7 dependable energy on a firm contract for Manitoba Hydro

8 is probably one of Manitoba Hydro's most valuable

9 products that it sells?

10                MR. SCOTT THOMSON:   Yes.

11                MR. BOB PETERS:   And that leads to then

12 there are other products that Manitoba Hydro also sells

13 to its counterparties that is not as valuable.

14                MR. SCOTT THOMSON:   It follows.

15                MR. BOB PETERS:   All right.  And when I

16 talk 'counterparties', I'm talking about a bilateral

17 agreement between Manitoba Hydro and a named US

18 utility, correct?

19                MR. SCOTT THOMSON:   Yes.

20                MR. BOB PETERS:   And the other option

21 for Manitoba Hydro, in terms of export sales, is not to

22 have a counterparty on the other end of the deal, but

23 Manitoba Hydro could just sell it into the MISO market?

24                MR. SCOTT THOMSON:   Yeah, real time or

25 day ahead.
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1                MR. BOB PETERS:   And -- and the MISO

2 market is -- as it says, it's an electricity market

3 where buyers and sellers meet and all electronically

4 done so that sellers can put their product into the

5 market and buyers can buy out of the prod -- out of the

6 market what products they need?

7                MR. SCOTT THOMSON:   Yes.

8                MR. BOB PETERS:   Now, when you and

9 Board member Bel were talking about -- I believe your

10 number was $9 billion in sales to 2035, and that was

11 your number, sir?

12                MR. SCOTT THOMSON:   Yeah.

13                MR. BOB PETERS:   Would it be correct to

14 say that that $9 billion in sales is made up of the

15 sales of different products?

16                They're not all the same product?

17                MR. SCOTT THOMSON:   That's true.

18                MR. BOB PETERS:   And if they're not all

19 the same products, they probably don't all have the

20 same price?

21                MR. SCOTT THOMSON:   That's true.

22                MR. BOB PETERS:   All right.  And the

23 alternative to selling it to a counterparty, from

24 Manitoba Hydro's perspective, is that if it has surplus

25 energy, it can just sell it into the MISO market rather
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1 than go to a counterparty and -- and execute a

2 bilateral contract?

3                MR. SCOTT THOMSON:   That -- that's

4 true.

5                MR. BOB PETERS:   But there may also be

6 reasons that counterparties want to buy certain

7 products from Manitoba Hydro that they might be able to

8 shop around for in the market but they prefer to buy

9 them from Manitoba Hydro?

10                MR. SCOTT THOMSON:   Yeah, they have --

11 they probably have options to do other bilaterals.  I

12 think that certainly when we enter into firm contracts,

13 we're -- with -- with customers, there's a mutual

14 benefit in that they're -- they're looking at it to

15 provide dependable energy to their customers as opposed

16 to buying surplu -- they -- they'll have a portion of

17 their portfolio that they'll -- they'll look at, and

18 balancing requirements and whatnot that they'll go to

19 the market with, but they'll have an -- a -- an element

20 of their supply stack that they -- they have committed.

21                And they'll buy some of that in the

22 States from coal plants and -- and gas plants and --

23 and some of them have entered into arrangements with

24 us.

25                MR. BOB PETERS:   And is it -- are you
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1 able to put on the public record your answer to whether

2 or not Manitoba Hydro also sells products that aren't

3 firm energy under its contracts with bilateral

4 arrangements?

5                MR. SCOTT THOMSON:   Yeah, I believe

6 that's -- that's true.

7                MR. BOB PETERS:   And that maybe was a

8 little awkward in my questioning, but what you're

9 telling the Board is that perhaps instead of selling it

10 into the MISO market, Manitoba Hydro could sell it to a

11 counterparty pursuant to some of these long-term

12 contracts?

13                MR. SCOTT THOMSON:   Yes, that's true.

14                MR. BOB PETERS:   All right.  And that

15 leads me to the discussion again you had with Board

16 member Bel, and in terms of coming up with a quantity,

17 are you able to put on the public record your answer to

18 this question, as to whether or not any of Manitoba

19 Hydro's sales of $9 billion comes from products that

20 wou -- that would otherwise or could otherwise be sold

21 into the MISO market?

22                MR. SCOTT THOMSON:   Well, it -- it

23 could all be sold into the MISO market, but -- but it

24 would be inopportune to do so.  We can maximize the

25 value by entering into long-term arrangements with --
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1 with customers.  If we went a hundred percent spot, we

2 wouldn't expect to -- to achieve the same value that --

3 that we've been able to do with this -- this arran --

4 the arrangements that we've entered into.

5                MR. BOB PETERS:   All right.  And if --

6 but you wouldn't want to go a hundred percent spot with

7 your dependable product, because that's your -- your

8 highest value product, correct?

9                MR. SCOTT THOMSON:   That's correct.

10                MR. BOB PETERS:   But you may also have

11 a -- a lower valued product that would ordinarily be

12 sold into the -- that could be sold into the MISO

13 market that you could also package up as part of a --

14 an export contract to a counterparty if you could find

15 one?

16                MR. SCOTT THOMSON:   Well, that's true,

17 and we often do.  From year to year, we'll enter into

18 arrangements for short term over the winter that we can

19 shape -- shape shorter term arrangements that are --

20 are -- and extract a higher value from that.  It'll

21 depend on reservoir levels from year to year, whereas

22 when we -- when we go out to the market and we sell

23 long-term firm, we know that that power's going to be

24 available in low-water years because we -- we base that

25 -- that energy availability on the lowest flow



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

137

1 conditions that -- that we've had in the last hundred

2 (100) years.

3                So we -- there's  only a certain amount

4 that we can sell up to in -- in that and we do -- we do

5 pursue those sales, as -- as they are -- can be higher

6 value.  But from year to year, and seasonally, we might

7 enter into short-term arrangements as well.

8                MR. BOB PETERS:   Thank you for that

9 answer Mr. Thomson.  Good point you made in your answer

10 to the panel is that, dependable energy is what gives

11 rise to the firm contracts that Manitoba Hydro can

12 sell, correct?

13                MR. SCOTT THOMSON:   Correct.

14                MR. BOB PETERS:   And dependable energy

15 is defined as that energy that would be available in

16 Manitoba over the last hundred years of actual

17 precipitation and water regimes?

18                MR. SCOTT THOMSON:   That's correct.

19 And -- and based on the installed capacity of the

20 plants.

21                MR. BOB PETERS:   The dependable energy

22 will increase as your installed capacity goes up and

23 that's the essence of the NFAT in terms of what you're

24 going to see with Keeyask and Conawapa?

25                MR. SCOTT THOMSON:   That's correct,
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1 we're reusing the same water that's already gone

2 through other turbines.

3                MR. BOB PETERS:   But dependable energy

4 then could be considered -- and tell me if this is true

5 -- as the lowest level of water that Manitoba Hydro

6 expects to experience based on it's hundred years of

7 history?

8

9                       (BRIEF PAUSE)

10

11                MR. SCOTT THOMSON:   In essence that's

12 true, plus -- plus any contractual imports that we have

13 in -- in thermal capacity.

14                MR. BOB PETERS:   Okay, I should have --

15                MR. SCOTT THOMSON:   Because we --

16                MR. BOB PETERS:   -- dependable

17 hydraulic resource than is the lowest water flows that

18 you've had in the last hundred years?

19                MR. SCOTT THOMSON:   That's correct.

20                MR. BOB PETERS:   And you have other

21 dependable energy.  And we'll get into the -- into the

22 Power Resource Plan, but alas not with you.  At least

23 not today.

24                MR. SCOTT THOMSON:   Not, alas.

25                MR. BOB PETERS:   So, Mr. Thomson, where
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1 we're going then is, your dependable product is -- it's

2 not called guaranteed, but it's the next best thing to

3 guaranteeing it, based on your hundred years of water

4 flows.

5                MR. SCOTT THOMSON:   That's -- that's

6 correct.

7                MR. BOB PETERS:   And if you have water

8 flows that are above that dependable level, that gives

9 you opportunity to sell excess power?

10                MR. SCOTT THOMSON:   That's true --

11                MR. BOB PETERS:   And that excess power,

12 sir, would be not quite as valuable, in any event, as

13 your firm dependable power?

14                MR. SCOTT THOMSON:   That's probably

15 fair to say, although at times power can be worth --

16 you know spot power can be worth a lot more than --

17 than firm committed contracts.  I mean that's a market

18 dependant --

19                MR. BOB PETERS:   Okay.  Good answer

20 then in the sense that what you're telling the panel is

21 the market is what the market is, but, generally

22 speaking, your dependable product has a better value

23 than the -- than the non-firm market product?

24                MR. SCOTT THOMSON:   I think as a

25 general rule that's fair.
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1                MR. BOB PETERS:   And so when you gave

2 Board member Bel the $9 billion number, does that

3 include any non-firm energy, or is all of that 100

4 percent firm dependable energy?

5

6                       (BRIEF PAUSE)

7

8                MR. SCOTT THOMSON:   My understanding is

9 that's just firm contracts.  But Mr. Cormie could

10 confirm that.

11                MR. BOB PETERS:   All right and -- and

12 to give Mr. Cormie an opportunity to gear up to confirm

13 that, I'm going to ask an undertaking through your

14 counsel to provide it when Mr. Cormie testifies so that

15 we can go through it for the benefit of certainly Board

16 Member Bel and others.

17                And that undertaking is to -- is to

18 provide the firm price revenue from the contracts that

19 are listed.  If we go to Tab 13, page 49 of Board

20 counsel's book of documents -- thank you Ms. Villegas -

21 - you'll see -- you'll see a sheet that breaks down the

22 contracts.  And one (1) of the columns that's missing

23 is the -- is the period in which the export is to

24 occur.  I'm going to ask that, that also be filled in,

25 if Manitoba Hydro agrees.  I'm on page 49, sir -- maybe
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1 I've lost you -- Tab 13 of the book of documents.

2                MR. SCOTT THOMSON:   Well, the term of

3 the contracts is listed there.

4                MR. BOB PETERS:   Yes, but the period --

5 and when I say, "period," I'm talking about you know

6 we've learned about 5x16 power, 2x16 power, and -- and

7 that type of in -- information.

8                I believe one of your counsel will have

9 the worksheet that includes that information, and I'm

10 going to ask that this be updated and include on this

11 as well now the 308 megawatt contract with Wisconsin

12 Public Service.

13

14 --- UNDERTAKING NO. 1:     Manitoba Hydro to provide

15                             the firm price revenue from

16                             the contracts that are

17                             listed and an updated

18                             worksheet to include the

19                             308 megawatt contract with

20                             Wisconsin Public Service

21

22 CONTINUED BY MR. BOB PETERS:

23                MR. BOB PETERS:   In addition to that

24 request, it's either going to be Undertaking Number

25 1(b) or number 2, I would like you to break down as by
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1 contract how much of that $9 billion comes from which

2 contract and for which product, and certainly the --

3 the time frame would be -- would be on that in --

4 information as well.

5                MR. SCOTT THOMSON:   Okay.  That'll have

6 to be done on blue paper.  That'll be a confidential

7 filing.

8                MR. BOB PETERS:   I understand that, and

9 thank you, sir.  I -- I can also indicate that on blue

10 paper currently, Manitoba Hydro provided a response to

11 PUB Information Request First Round 1 -- no, sorry, Fir

12 -- First Round Question 282(a) and 282(b), which

13 contains a -- a considerable amount of that

14 information, although there might have been a little

15 duplication in -- in those two (2) answers.

16                But to break it down in terms of dollars

17 by contract, I would like the time frame included, and

18 the product that is being sold to generate that revenue

19 included, and I'd like that to also be clear as to

20 whether it includes a capacity payment, whether it

21 includes transmission payments, and whether it includes

22 energy charges, so that we can explain to the -- to the

23 panel that answer you gave about the $9 billion.

24                MS. PATTI RAMAGE:   Mr. Peters, we can

25 accept that undertaking, subject to the same proviso
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1 that you began with at the beginning of this.  If Mr.

2 Cormie sees any issues with any of those requests, we

3 will have to get back to you and -- but at this point

4 we can accept what we've heard.

5                MR. BOB PETERS:   And, Ms. Ramage, while

6 we're conversing, I wonder if Manitoba Hydro could

7 also, when it's responding to that, determine if it can

8 compile a public version of that document which may

9 require some aggregation, but at least then it can be

10 discussed on the -- on the public record.

11                MS. PATTI RAMAGE:   We can certainly

12 undertake to determine if we can do it.

13                MR. BOB PETERS:   That's all I'm asking

14 at this time.  Thank you, Ms. Ramage.

15

16                       (BRIEF PAUSE)

17

18                MR. BOB PETERS:   It's all part of

19 Undertaking 2, yes.  Thank you.

20

21 --- UNDERTAKING NO. 2:     Manitoba Hydro to break

22                             down as by contract how

23                             much of the $9 billion

24                             comes from which contract

25                             and for which product, as
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1                             well as time frame, and

2                             determine if Manitoba Hydro

3                             can compile a public

4                             version of that document

5

6                MR. BOB PETERS:   Thank you, Mr. Thomson

7 --

8                THE CHAIRPERSON:   Mr. Peters, could I

9 just in -- interject a few questions, since you were

10 talking about export contracts.

11                I just want to clarify one (1) thing

12 that I thought I heard this morning, which is that the

13 -- the firm power that's available for sale as a result

14 of Keeyask has now all been committed.

15                MR. SCOTT THOMSON:   Yes.

16                THE CHAIRPERSON:   So there would be no

17 further contracts that you would be comfortable with

18 signing involving a counterparty for the production of

19 dependable energy out of -- out of the Keeyask

20 generation station?

21                MR. SCOTT THOMSON:   Unless it -- yeah,

22 that's correct, but we -- we anticipate with our

23 internal load growth and the -- and the committed sales

24 that -- that it's -- it's all utilized.  There might be

25 a sh -- very short-term piece.  I'd like to confirm
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1 that with Mr. Cormie.

2                THE CHAIRPERSON:   Now, I -- again I

3 want to confirm that you -- I thought I understood you

4 to say that the -- the power sale that you just

5 recently announced, the two fifty (250) that relates to

6 the Minnesota Power, leaves a portion of that 750 kV

7 line that would be available for transactions.

8                MR. SCOTT THOMSON:   That's correct,

9 yeah.  Fi -- it's a 500 kV line, 750 megawatts of

10 transfer capacity, and -- and so, yes, the -- the --

11 there's two fifty (250) committed with MP.  The three

12 hundred and eight (308) -- and so that leaves the --

13 the balance is -- is available still to contract.

14                THE CHAIRPERSON:   Now, I know that you

15 would have some available dependable power between now

16 and 2019.  In other words, we're not using -- we're not

17 -- we -- we haven't committed the entire dependable

18 energy from the system, as it currently stands, from

19 now till 2019.

20                You would be in a position to sell some

21 of that power on a -- on a firm basis into the US?

22

23                       (BRIEF PAUSE)

24

25                MR. SCOTT THOMSON:   Mr. Chairman, I --
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1 I understand I misspoke in my previous response, that

2 there is some other available capacity in the period

3 beyond 2019, but I -- I think it might be better to

4 have Mr. Cormie explain that.

5                THE CHAIRPERSON:   In relation to my

6 earlier question with respect to the system that

7 currently stands now, you know, now to 2019, when --

8 assuming the Keeyask comes into play, the -- there is

9 some dependable energy that is available for sale on a

10 long-term basis now?

11                MR. SCOTT THOMSON:   We have other

12 resources that -- other than -- than the hydro

13 resources that are available to us.  It's a question of

14 whether there's poten -- you know, a buyer available

15 for that.  The -- the attributes of those resources,

16 they -- they have that capability in -- in the US.

17                THE CHAIRPERSON:   The reason I'm asking

18 -- the reason I'm asking, it's not really germane to

19 the -- to the Pre -- Preferred Development Plan, but

20 germane to my understanding, I -- I -- you know, I do

21 know that MISO is undertaking a review of the available

22 resources for -- and during the period of '15/'16

23 because they're concerned about reserve levels and so

24 on during that period because of coal retirements.

25                MR. SCOTT THOMSON:   M-hm.
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1                THE CHAIRPERSON:   I guess the question

2 is -- my -- my reaction to that was it represents an

3 opportunity for Manitoba Hydro to sell power to

4 distributors in the US who are faced with this tight --

5 tight system.

6                And I guess the question is:  Is that

7 something that you're exploring at -- at the moment, or

8 is that something that --

9                MR. SCOTT THOMSON:   In the interim...

10 Short-term sales to -- to the extent that we have

11 capacity available and -- and from time to time, as --

12 as I'd mentioned previously, that -- that power --

13 we're in ongoing discussions with -- with utilities in

14 -- in the US.

15                THE CHAIRPERSON:   Back to you, Mr.

16 Peters.

17

18 CONTINUED BY MR. BOB PETERS:

19                MR. BOB PETERS:   Thank you.  The book

20 of documents has at Tab 5, starting on -- perhaps we

21 could jump to page 24, has some extracts from Manitoba

22 Hydro's Corporate Strategic Plan published November

23 2013, Mr. Thomson?

24                MR. SCOTT THOMSON:   Yes.

25                MR. BOB PETERS:   Your fingerprints are
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1 all over that?

2                MR. SCOTT THOMSON:   I'm familiar with

3 the document.

4                MR. BOB PETERS:   All right, sir.  This

5 document actually replaces the one that got filed in

6 the NFAT.  This is a new document that I don't think

7 was filed in the NFAT, correct?

8                It replaces the previous Corporate

9 Strategic Plan?

10

11                       (BRIEF PAUSE)

12

13                MR. BOB PETERS:   Let's -- let's --

14 that's just a question anyone can research, but I -- I

15 think this is a new document, or prepared certainly

16 after Manitoba Hydro filed its NFAT?

17                MR. SCOTT THOMSON:   We -- we updated

18 our Strategic Plan, yes.  I -- I just wasn't sure

19 whether you had last year's plan in the original

20 filing.  I was trying to check that.

21                MR. BOB PETERS:   We do.  We -- we have

22 -- we have --

23                MR. SCOTT THOMSON:   Okay.  Then yes,

24 this would be a different plan.

25                MR. BOB PETERS:   All right.  And that -
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1 - my question was this wasn't part of the NFAT filing?

2 And I just wanted to bring it forward for parties' and

3 the Board's benefit, and you've already claimed some

4 ownership of authorship in this document, Mr. Thomson?

5                MR. SCOTT THOMSON:   Yes.

6                MR. BOB PETERS:   And on page 24, which

7 you'll see in front of you, on page 24 of the book of

8 documents, you will see in front of you an extract from

9 the -- from the Corporate Strategic Plan.

10                In -- in essence, you're -- you're

11 saying here what I think the Board heard you say this

12 morning, is that Manitoba Hydro wants to commit down a

13 pathway without committing to final decisions that

14 don't, at this point in time, have to be made?

15                MR. SCOTT THOMSON:   That's correct.

16                MR. BOB PETERS:   And the plans can be

17 modified as circumstances unfold?

18                MR. SCOTT THOMSON:   Yes.

19                MR. BOB PETERS:   And one (1) of those

20 circumstances would be load growth, correct?

21                MR. SCOTT THOMSON:   That's one (1) of

22 the factors we'll continue to evaluate, yes.

23                MR. BOB PETERS:   And, in essence, if

24 the load growth is higher than what's forecast, you'll

25 need new resources sooner; and if it's slower than
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1 forecast, you won't need new resources as quickly as

2 you're currently planning?

3                MR. SCOTT THOMSON:   Yeah.

4                MR. BOB PETERS:   And while we're on the

5 topic of load growth, you'd mentioned something in your

6 opening comments this morning about Manitoba Hydro load

7 growing.  And on page 37 of the book of documents found

8 under Tab 7, there is a less than average depiction of

9 a -- of a chart showing electric heat customers'

10 forecast, and it did not come out on the scanned copy,

11 and I'll try to remedy that with a better colour copy

12 for those who -- who want one.

13                But, in essence, Mr. Thomson, are you

14 aware that from 2011 through '12 to '13 the -- the

15 number of residential heat customers forecast has

16 declined for the Corporation?  You won't see it on that

17 chart, sir.

18                MR. SCOTT THOMSON:   No.

19                MR. BOB PETERS:   I apologize.

20                MR. SCOTT THOMSON:   Could I ask you to

21 -- to -- when you reference the pages, the tabs that

22 you're referring to?  It just makes it a lot easier for

23 me to find my notes on it.

24                MR. BOB PETERS:   Reference it by tab,

25 sir?
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1                MR. SCOTT THOMSON:   Yeah.  You had --

2                MR. BOB PETERS:   For tabs?

3                MR. SCOTT THOMSON:   -- you had tabbed

4 headings on -- on these documents.

5                MR. BOB PETERS:   Yes, I did, and I'm --

6 I'm currently under Tab 7 --

7                MR. SCOTT THOMSON:   Perfect.

8                MR. BOB PETERS:   -- page 37.  I

9 apologize.

10                MR. SCOTT THOMSON:   Yeah.  No, that's

11 okay.

12                MR. BOB PETERS:   I've tried to make the

13 page numbers paginate with the PDF, and that was not an

14 easy task for me.

15                MR. SCOTT THOMSON:   Okay.  And sorry,

16 I'm -- I'm oriented now.

17                MR. BOB PETERS:   Is it correct to the

18 panel that Manitoba Hydro revised its 2013 load

19 forecast and now projects reduced customer numbers

20 using electric heat by about fifteen thousand (15,000)

21 at the end of the twenty (20) year forecast, like the

22 number of customers is forecast downwards?

23                MR. SCOTT THOMSON:   My understanding is

24 that -- that, yes, there's fewer electric space heating

25 customers in the 2013 forecast.
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1                MR. BOB PETERS:   And that's based on

2 Manitoba Hydro's most current information, or is there

3 a 2014 load forecast available?

4                MR. SCOTT THOMSON:   This is the most

5 recent information, as I understand it, and certainly

6 the -- the load forecasting panel that's coming up next

7 will be able to speak to that.

8                MR. BOB PETERS:   Abs -- absolutely.

9 And the -- and the -- also, now found at Tab 8, page 39

10 of the book of documents is a 2011, '12, and '13

11 residential load forecast by the standard customers,

12 and standard customers are those who do not use

13 electricity for space heat.

14                That's your understanding, sir?

15                MR. SCOTT THOMSON:   Yes.

16                MR. BOB PETERS:   And is there a

17 conscious move afoot within Manitoba Hydro to have

18 customers switch from electric space heat to gas space

19 heat?

20                MR. SCOTT THOMSON:   There's currently

21 an -- an education program ongoing to -- to explain the

22 -- the benefits of -- of using gas for space and water

23 heating.

24                MR. BOB PETERS:   Does that education

25 include the results of the fuel switching report that
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1 Manitoba Hydro did where I recall it being

2 approximately seven thousand dollars ($7,000) cheaper

3 for customers to convert to gas rather than stay on

4 electric heat?

5                MR. SCOTT THOMSON:   Yeah, the -- the

6 savings attributable to -- to electric space heating is

7 -- is included in that educational material.

8                MR. BOB PETERS:   So perhaps, unlike

9 your prior employment in British Columbia where you

10 were trying to extol the virtues of gas heat, Manitoba

11 Hydro, because it owns both sides of the energy sector,

12 finds itself in a position it does not want to promote

13 one over the other.

14                Would that be true?

15                MR. SCOTT THOMSON:   Well, we want to

16 make the -- the -- all of the information available to

17 our customers and allow them to -- to make up their

18 minds about what makes the most sense for them.

19 There's the -- the Provincial Energy Plan has a very

20 long-term objective of -- of getting the province off a

21 carbon economy, so in the very long term that -- that's

22 -- that's a stated goal.

23                We are -- we are trying to make the

24 information available to our customers so that they can

25 make informed choices.
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1                MR. BOB PETERS:   Almost a political

2 answer, Mr. Thomson, but -- but you're -- you're not --

3 if -- if a customer walks up to you at lunchtime today

4 and said, Should I heat with gas or heat with

5 electricity, Manitoba Hydro wouldn't give him a direct

6 answer?  It would say, Here's the material, you decide

7 for yourself?

8                Have I summarized your answer correctly?

9                MR. SCOTT THOMSON:   Yeah.  I -- yeah.

10 I mean, it would depend on the person's perspective,

11 but I -- I use natural gas for space heating in my

12 home, and if I was building a new home, I would build

13 it with natural gas space heating.  I'm making that on

14 -- on a whole host of -- of different determinants, but

15 -- but it's -- it's cheaper, and broadly speaking, it -

16 - it provides benefits to the customer, the utility,

17 and the province as a whole.

18                MR. BOB PETERS:   So what benefit to the

19 province as a whole does heating with gas have relative

20 to -- relative to heating with electricity?

21                MR. SCOTT THOMSON:   The -- the -- to

22 the extent that we were -- we create surplus that can

23 be sold, there's -- there's a benefit in terms of -- of

24 revenue.  So there's a -- a net benefit to the

25 province, the provincial economy, in terms of what we
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1 can export power for that -- that would be freed up.

2 And that's in the -- in the report that you were

3 referring to.

4                MR. BOB PETERS:   All right.  In terms

5 of simple math, I told you earlier that the residential

6 rate was seven (7) cents a kilowatt hour, or seven

7 point zero-two (7.02).

8                You'd accept that?

9                MR. SCOTT THOMSON:   Yes.

10                MR. BOB PETERS:   And so if you were to

11 export your energy at a price less than seven point

12 zero-two (7.02) cents, Manitoba Hydro would actually be

13 losing money?

14                MR. SCOTT THOMSON:   Over the long haul,

15 we can -- if we can shape that -- that product, it's --

16 it's beneficial.  And -- and we're -- we're utilizing

17 capacity that exists on the natural gas system, so

18 there's revenues that are -- that are achieved from --

19 on -- on the gas system.

20                MR. BOB PETERS:   All right.  Does --

21 does Manitoba Hydro then not raise a concern with

22 greenhouse gas emission by converting from electric to

23 gas heat?

24                MR. SCOTT THOMSON:   Well, that's

25 another one of the areas where there's -- there's
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1 challenges from a regional perspective.  The -- the

2 exported power, it's displacing -- largely displacing

3 thermal generation outside the province, which is about

4 twice as intense in terms of emissions as -- as is the

5 -- the combustion of natural gas in a -- in a high-

6 efficiency furnace.  So there's a net reduction in

7 regional greenhouse gas emissions even if there's a --

8 an increase in provincial gas emi -- or GHGs.

9                And again, that's another -- that's

10 another challenge for the way the score card works in

11 terms of -- of who gets to account for what, but on a -

12 - on a regional basis, it's -- it's -- it reduces the

13 amount of greenhouse gas emissions.

14                MR. BOB PETERS:   Manitoba Hydro imports

15 electricity at night?

16                MR. SCOTT THOMSON:   At times, yes.

17                MR. BOB PETERS:   Probably every night

18 for the last six (6) months, eight (8) months?  Would

19 you know that, or is that a question for Mr. Cormie?

20

21                       (BRIEF PAUSE)

22

23                MR. SCOTT THOMSON:   I -- I can't speak

24 to whether it's every night, but -- but that

25 information can be -- be made available on the next
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1 panel.

2                MR. BOB PETERS:   All right, but you

3 understand that Manitoba Hydro will import electricity

4 at night and, maybe the word is pond the water, or keep

5 that energy in reservoir, and try to sell it at a

6 higher price later?

7                MR. SCOTT THOMSON:   Absolutely.

8                MR. BOB PETERS:   And when Manitoba

9 Hydro imports energy, it's importing out of the MISO

10 market?

11                MR. SCOTT THOMSON:   Yes.

12                MR. BOB PETERS:   And im -- importing at

13 night, if that's what Manitoba Hydro does, it's likely

14 importing coal-based energy?

15                MR. SCOTT THOMSON:   It can be coal, it

16 can be base-load gas, and it can be wind.  When -- the

17 wind blows when the wind blows, and -- and so there's

18 an opportunity there for us to bring that -- that power

19 across the line.

20                In fact, that's one of the reasons why

21 some of our US customers that have wind generation,

22 they -- they want to buy our hydro power.  It's -- it's

23 an opportunity.

24                But as you -- as -- as Mr. Peters

25 suggested, there -- there are ar -- arbitrage
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1 opportunities for us, and -- and that helps us to keep

2 our rates low as well.  We can -- we can hold back

3 water from -- in the reservoirs and -- and buy it

4 cheaply and sell it for higher value in the day market.

5                MR. BOB PETERS:   Does Manitoba Hydro

6 specify what generation source created the electricity

7 that Manitoba Hydro imports?

8                MR. SCOTT THOMSON:   I -- I don't

9 believe so, no.

10                MR. BOB PETERS:   Manitoba Hydro doesn't

11 say, We don't want coal generated electricity, we only

12 want wind or gas?

13                MR. SCOTT THOMSON:   We -- as far as I'm

14 -- I know, we don't.

15                MR. BOB PETERS:   And you probably

16 couldn't do that from a MISO market perspective, where

17 it's all fungible, in any event?

18                MR. SCOTT THOMSON:   I think that's

19 fair.

20                MR. BOB PETERS:   And in terms of the

21 document that's in front of you on page 39 from Tab 8,

22 what is -- what is your understanding as to why the

23 residential standard customer count is -- is decreasing

24 from in the forecasts?

25
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1                       (BRIEF PAUSE)

2

3                MR. SCOTT THOMSON:   I don't believe it

4 is.  The -- the eleven (11) line is the -- the lowest

5 on the -- on the graph I've got in front of me.  I

6 think it's off slightly from last year, but it's up

7 from eleven (11), unless I'm looking at the wrong

8 document.

9                MR. BOB PETERS:   I'm going to have to

10 get a better copy, and I think that'll be a matter for

11 tomorrow. But I think we are -- I think the -- the

12 bottom line is the...

13                MR. SCOTT THOMSON:   The bottom line's

14 the 2011 forecast?

15                MR. BOB PETERS:   Yes, correct.  And --

16 and if you follow where we are, the 2013 I thought was

17 the bottom line on this graph starting near the -- the

18 left axis.

19                MR. SCOTT THOMSON:   And it goes up and

20 eclipses the previous year line.

21                MR. BOB PETERS:   There -- there is a

22 crossover at some point --

23                MR. SCOTT THOMSON:   Yeah.

24                MR. BOB PETERS:   -- in the future, but

25 it's dropped in recent times, and my -- my question was
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1 why does -- why does that appear to be happening?

2                MR. SCOTT THOMSON:   Why don't you ask

3 that for the detailed panel?

4                MR. BOB PETERS:   All right, I'll take

5 that.

6                MR. PATTI RAMAGE:   Mr. Peters, could it

7 -- we also ask perhaps if you gave us the source of the

8 graph so we could check?

9                MR. BOB PETERS:   Oh, sure.  We'll

10 provide that.  I believe it was the load forecast

11 that's shown in the right-hand column, Ms. Ramage,

12 2011, 2012, 2013 load forecast numbers.

13                If we turn the tab to --

14                MS. PATTI RAMAGE:   Is there -- sorry.

15 Is there an IR, or where it's --

16                MR. BOB PETERS:   No, it's taken right

17 out of the load forecasts.

18                MS. PATTI RAMAGE:   So it's been

19 prepared --

20                MR. BOB PETERS:   Yes.  Yes.

21                MS. PATTI RAMAGE:   -- by a Board

22 advisor.  Okay.  Thank you.

23                MR. BOB PETERS:   Check Appendix C and D

24 of those load forecasts and you'll find the -- the

25 data.
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1 CONTINUED BY MR. BOB PETERS:

2                MR. BOB PETERS:   Tab 9, Mr. Thomson,

3 page 41 of the book of documents.  You had mentioned

4 earlier to the panel in your opening comments that --

5 that the industry sectors -- or there was growth

6 happening in Manitoba, and would it be correct to say

7 that when it comes to the top consumers, at this point

8 in time, that that growth is not evident?

9                MR. SCOTT THOMSON:   No, I don't think

10 that would be -- be correct.  The -- there were --

11 there were a couple of -- in -- in this graph that

12 you're referring to, there was -- there was a loss of a

13 large customer that -- that had an adjustment to that.

14                But following that, we -- we expect --

15 we expect to see that continue to -- to grow, and in re

16 -- in recent times, we've been seeing that.

17                MR. BOB PETERS:   Well, then if we turn

18 to Tab 10 and page 43, we see out of one of the load

19 forecast documents, a -- a graph of general service top

20 consumers.

21                Do you see that?

22                MR. SCOTT THOMSON:   Yes.

23                MR. BOB PETERS:   And the -- the blue

24 dots, if that's what they are, the dark ones, show the

25 history or the actual results and -- and make reference
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1 and visually depict that Manitoba Hydro has perhaps

2 lost some load from top consumers?

3                MR. SCOTT THOMSON:   Yes.  I think that

4 the -- the significant one was the loss of Tembec when

5 it closed its Pine Falls operation.

6                MR. BOB PETERS:   All right.  And then

7 Manitoba Hydro provides a forecast in -- in the -- the

8 red -- on the red line as to what that forecast will

9 look like for top consumers?

10                MR. SCOTT THOMSON:   Yes.

11                MR. BOB PETERS:   And then the green

12 line is also Manitoba Hydro's forecast, but it takes

13 out the potential large industrial load factor that's

14 put into the load forecasts.  Is that correct?

15                MR. SCOTT THOMSON:   That's correct.

16                MR. BOB PETERS:   And you'll see in the

17 chart on the bottom of -- of that page 43 that the PLIL

18 is a number that Manitoba Hydro, after the first few

19 years -- thank you -- puts down to approximately 100

20 gigawatt hours -- exactly 100 gigawatt hours a year,

21 correct, starting in 2016/17?

22                MR. SCOTT THOMSON:   Yes, I believe

23 that's correct.

24                MR. BOB PETERS:   And, so that -- that

25 potential large industrial load is -- for a lack of
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1 word, it's -- it's speculation as to what may happen

2 for that customer class.

3                MR. SCOTT THOMSON:   Yeah.  I think that

4 that forecast, or projection, is -- is based on

5 historic experience.  The -- the load growth from that

6 sector was about 91 gigawatt hours a year over the last

7 twenty (20) years, if you remove the effect of -- of

8 the Tembec closure.

9                MR. BOB PETERS:   So at this point in

10 time, there's no committed customer for that hundred

11 gigawatt hours a year, but it's -- Manitoba Hydro has

12 used that as a proxy for what growth could come from

13 existing or new customers?

14                MR. SCOTT THOMSON:   Yeah.  We -- I

15 think that the average annual load growth since 2010/11

16 has been about 2 percent a year, which -- which was

17 comparable to the annual average load growth over the

18 last twenty (20) years.  There's -- there's that short

19 interim period where we're -- where we're holding back,

20 and then the -- the forecast resumes picking up in

21 anticipation of that in the future, so.

22                MR. BOB PETERS:   We started this

23 afternoon, once we got past the undertaking discussion,

24 to talk about some of the risk factors that you had

25 mentioned in your Corporate Strategic Plan, and that
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1 was way back in Tab 5, page 24, Mr. Thomson, if you

2 want the reference.

3                One of the other risks was the Power

4 Smart results, and I heard you say, I think, repeatedly

5 today that Manitoba Hydro is perhaps changing its

6 plans, and is going to be more aggressive on looking

7 for economic DSM?

8                MR. SCOTT THOMSON:   Yes, that's

9 correct.

10                MR. BOB PETERS:   And at this point in

11 time, has Manitoba Hydro been able to quantify where

12 that's going to take the Corporation with -- with their

13 plans?

14                MR. SCOTT THOMSON:   Yeah.  I think --

15 just one sec.

16

17                       (BRIEF PAUSE)

18

19                MR. SCOTT THOMSON:   I'm advised that

20 the panel that's going to be on tomorrow is going to

21 speak to the expended DSM program and, next week, the

22 economics of that.

23                MR. BOB PETERS:   Thank you.  The -- the

24 long story short on that, Mr. Thomson, in terms of a

25 risk factor if DSM is taken up more aggressively by
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1 Manitobans, that would mean there wouldn't be a need

2 for new supplies for Manitobans as early as you had

3 mentioned in your opening comments.

4                MR. SCOTT THOMSON:   On some plans, yes.

5 There -- there'd be an acceleration of -- if -- if, for

6 instance, we were to proceed with Keeyask and the

7 export sales, then -- then we would be accelerating the

8 need beyond a no-sale scenario.

9                MR. BOB PETERS:   And I suppose the

10 converse is true, that if the -- the -- if the product,

11 or if the energy isn't needed for Manitobans, it would

12 afford an opportunity to try to sell it on the export

13 market for more than what you would make if you sold it

14 to Manitobans.

15                MR. SCOTT THOMSON:   It -- it could

16 provide that opportunity, yes.

17                MR. BOB PETERS:   One of the other

18 identified risks in your Corporate Strategic Plan was

19 the export contracts.

20                And when you referenced the export

21 contracts, Mr. Thomson, are you referring to just the

22 number of them, or are you determining the duration of

23 them?

24                MR. SCOTT THOMSON:   Yeah.  All of the

25 above.  As -- as we move into the future and we secure
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1 the contracts, the risks go down.  So -- so we're

2 making progress in that regard.

3                MR. BOB PETERS:   But you'd agree that

4 these contracts have an end date on them?

5                MR. SCOTT THOMSON:   They -- they are

6 for specified terms, yes.

7                MR. BOB PETERS:   And as you're

8 testifying before the Board, there is no certainty that

9 after those dates, that those contracts would be renew

10 -- renewed by that counterparty, or even taken up by

11 some other counterparty.

12                MR. SCOTT THOMSON:   That's true,

13 although we're -- we ultimately are building the

14 projects for -- for domestic purposes, and we would

15 anticipate that at a point in time in the future, we'd

16 no longer be able to serve them because our domestic

17 load has increased.

18                I referenced NSP or -- or the Xcel

19 renewal in -- in 2025.  We won't be trying to replace

20 that sale if -- if we don't build Conawapa because we

21 wouldn't be in a position to -- to re-up that -- that

22 agreement.

23

24                       (BRIEF PAUSE)

25
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1                MR. BOB PETERS:   If you flip ahead to

2 Tab 15 and page 53 of the book of documents, Mr.

3 Thomson, let's just talk about your last answer.  On

4 this chart, trying to graph some of the information

5 from Appendix 11-3 seems to suggest that at a certain

6 point in time, looking at the right side of the chart,

7 that the total export sales goes flat in approximately

8 -- is that 2048?

9                Do you see that?

10                MR. SCOTT THOMSON:   I -- I see where it

11 goes flat, yes.

12                MR. BOB PETERS:   And that suggests then

13 that if the total export sales have gone flat, it also

14 suggests then that the domestic load has also gone flat

15 at that point in time.  Would that be correct?

16                MR. SCOTT THOMSON:   I'm not sure that

17 follows.

18                MR. BOB PETERS:   All right.  Would you

19 agree, though, that what you're showing, if these

20 numbers are properly depicted, and we'll let the next

21 panel or the second next panel discuss that, that when

22 the export volume -- the sales go flat, the export

23 revenue line, the red line, keeps going up, which seems

24 to suggest that the exports become more valuable,

25 either through price or volume or whatever else
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1 happens.

2                MR. SCOTT THOMSON:   Yes.  We've --

3 we've -- I mean, this extends beyond the term of the

4 existing arrangements, obviously, but there's --

5 there's an inflation, an expectation that they'll --

6 they'll inflate, which is pretty standard in -- in the

7 arrangements we've entered into.

8                MR. BOB PETERS:   What you're telling

9 the Board is that, without being specific about what

10 contracts, there's generally a provision of some

11 escalation to go along with the fixed prices.

12                MR. SCOTT THOMSON:   That's generally

13 standard, and I'd ask that we talk about that in any

14 detail that -- in -- in the confidential panel.

15                MR. BOB PETERS:   If you can take it,

16 subject to check as we often say, that the domestic

17 load on Schedule 11-3, page 272 of 432, shows domestic

18 load going flat at that point in time.

19                Is that a realistic assumption?

20                MR. SCOTT THOMSON:   I'd prefer you ask

21 that to the next panel.

22                MR. BOB PETERS:   All right.  We'll do

23 that.  Let's turn back then to talk about export

24 revenue and Tab 11, page 45, because export -- export

25 prices is a -- is a major risk faced by the
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1 Corporation, Mr. Thomson?

2                MR. SCOTT THOMSON:   Yes.

3                MR. BOB PETERS:   And on this chart,

4 although again, we -- what -- what we're trying to show

5 in -- in general terms is that the historical export

6 line with the orangey-red line, solid line with the

7 circles on it, for lack of better description, on page

8 45 of Board counsel's book of documents, which is PUB

9 Exhibit 58-1, that shows the actual average unit export

10 revenue for Manitoba Hydro since approximately 2004?

11                MR. SCOTT THOMSON:   Yes, both firm and

12 -- and opportunity.

13                MR. BOB PETERS:   Right.  And you're

14 making the point that blended into this is -- is what

15 the opportunity and the firm price have as an average?

16                MR. SCOTT THOMSON:   Yes.

17                MR. BOB PETERS:   What also is shown

18 here is that there were forecasts along the way over

19 the years that Manitoba Hydro had where there was an

20 expectation that the export prices were going to

21 increase and increase, in some cases, significantly?

22                MR. SCOTT THOMSON:   Yes, based on -- in

23 -- in part on -- on contracts that we had been

24 negotiating and -- and the forecasts -- the external

25 forecasts.
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1                MR. BOB PETERS:   Well, the Wisconsin

2 deal that -- that was signed this last weekend, the

3 term sheet for that goes back to March of 2008.  Have I

4 got that right?

5                MR. SCOTT THOMSON:   I believe that's

6 correct.

7                MR. BOB PETERS:   So a lot of these

8 deals were being negotiated way back when, in --

9 including the NSP and maybe Minnesota Power?

10                MR. SCOTT THOMSON:   Yes.

11                MR. BOB PETERS:   And since then, the

12 circumstances haven't turned out as forecast, at least

13 in terms of Manitoba Hydro's forecast.  Would that be

14 true?

15                MR. SCOTT THOMSON:   Well, we've --

16 we've revised our forecasts each year.

17                MR. BOB PETERS:   Does that mean you

18 never get them wrong?

19                MR. SCOTT THOMSON:   Well, forecasts are

20 never right.

21                MR. BOB PETERS:   It's just a question

22 of how wrong they are.  Is that -- is that -- that the

23 reality?  The blue solid line on page 45 that's shown

24 on the screen, that's the export line now used for the

25 NFAT purposes.  Do you accept that?
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1                MR. SCOTT THOMSON:   I believe that's

2 correct, yes.

3

4                       (BRIEF PAUSE)

5

6                MR. SCOTT THOMSON:   Sorry, no.  I'm --

7 I'm looking now -- I -- I have a hard time these days

8 seeing certain font sizes, but I believe that was

9 picked up from the forecasted unit revenues for the CEC

10 hearing around Wuskwatim.

11                MR. BOB PETERS:   I was looking at the

12 solid blue line, which was the IFF adjusted Preferred

13 Development Plan unit revenues.  The solid blue line,

14 the lowest one on the -- on the chart.

15                MR. SCOTT THOMSON:   Yeah.  I see the

16 solid blue line, and I'm --

17                MR. BOB PETERS:   You're just not sure

18 that's the right reference?

19                MR. SCOTT THOMSON:   If you're -- just

20 one (1) moment, please.

21

22                       (BRIEF PAUSE)

23

24                MR. BOB PETERS:   Mr. Thomson, I'm going

25 to interject, if you will let me, before you answer
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1 that.  I'd like you to disregard that arrow.  There was

2 a shaded area on this page that didn't come through on

3 the scanning and the photocopying, and there was a -- a

4 range of export prices that was given at the Clean

5 Environment Commission hearing into Wuskwatim.

6                I can indicate that I know My Friends at

7 MIPUG have similar documents, and I didn't -- I didn't

8 want to dwell on what was presented at the Wuskwatim

9 hearing, but if you can disregard that arrow and just

10 focus on the blue line, would you be prepared to take,

11 subject to check, that it represents the Preferred

12 Development price unit revenues that are contained in

13 the NFAT filing?

14                MR. SCOTT THOMSON:   I'm not sure I can

15 do that.  I believe this was a GRA document not filed

16 in this proceeding.

17                MR. BOB PETERS:   It -- it was a GRA

18 document that was updated for this hearing.

19                MR. SCOTT THOMSON:   Okay.  Just one (1)

20 sec.

21

22                       (BRIEF PAUSE)

23

24                MR. SCOTT THOMSON:   We're having a hard

25 time identifying the source of the documents, whether
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1 this is built into our analysis here or not so --

2 because this isn't our document.

3                MR. BOB PETERS:   No, it -- it was taken

4 as an exhibit and then we added a line based on what we

5 were given as the average export unit revenues coming

6 out of the IFF used to support the NFAT.  So the blue

7 line, the dark blue line, wasn't yours or it wasn't

8 Manitoba Hydro's, but it was plotted based on our

9 interpretation of the IFF adjusted that was used in the

10 NFAT.

11                But let's -- let's approach it this way

12 Mr. Thomson; the -- the -- for those who want the

13 definitive source, it's on page 271 of 432 of Appendix

14 11.3, which is one of the source documents that we were

15 using.

16                The average export unit revenue since

17 2008/09 have been about thirty dollars ($30) a

18 megawatt; would that be correct, Mr. Thomson?

19                MR. SCOTT THOMSON:   Since which period?

20                MR. BOB PETERS:   Since 2009.

21                MR. SCOTT THOMSON:   That appears to be

22 correct based on what's on this page.

23                MR. BOB PETERS:   All right and that's

24 about forty dollars ($40) a megawatt lower than what

25 was forecast way back in IFF-09, according to the
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1 materials that's plotted

2                MR. SCOTT THOMSON:   As -- as plotted

3 yes.

4                MR. BOB PETERS:   All - all that tells

5 the --

6                MR. SCOTT THOMSON:   2011 on --

7                MR. BOB PETERS:   All that tells the

8 panel, Mr. Thomson, is that export prices have changed

9 since Manitoba Hydro was forecasting them back in

10 2008/09.

11                MR. SCOTT THOMSON:   That's true.  We

12 had a pretty significant economic downturn that

13 occurred around that time.

14                MR. BOB PETERS:   And subsequent to that

15 economic downturn, have we recovered from it?

16                MR. SCOTT THOMSON:   Well, the -- the

17 economy has been responding in the US, yes.

18                MR. BOB PETERS:   All right.  And the

19 prices are still low?

20                MR. SCOTT THOMSON:   Yes, and they've

21 recovered somewhat in the last year.  We've seen a -- a

22 surge in our -- in our export revenues.

23                MR. BOB PETERS:   And we'll talk to the

24 panel about the dollars and cents of that.  But -- but

25 it's still -- it's still below what was predicted back
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1 in 2008/09?

2                MR. SCOTT THOMSON:   Yes, and I guess

3 the only point I would like to make is that -- that

4 these forecasts do move and that -- that our current

5 analysis is based on a much different forecast than --

6 than had been made four (4) years ago.

7                MR. BOB PETERS:   And if you take it

8 subject to check your new forecast is the solid blue

9 line above that arrow that I asked you to cross off?

10                MR. SCOTT THOMSON:   Subject to check.

11                MR. BOB PETERS:   All right, and when we

12 talk about forty dollars ($40) a megawatt lower, we can

13 convert megawatt -- dollars per megawatt into cents per

14 kilowatt, help some of the lawyers in this room.

15                And the forty dollars ($40) a megawatt

16 is really about four (4) cents a kilowatt hour,

17 correct?

18                MR. SCOTT THOMSON:   That's correct.

19                MR. BOB PETERS:   And so when we see the

20 sales, the actual history here, shown as the historical

21 export unit revenues, around the thirty dollars ($30) a

22 megawatt hour, that's telling this Board that on

23 average Manitoba Hydro has been exporting it's energy

24 for three (3) cents a kilowatt hour?

25                MR. SCOTT THOMSON:   Approximately up
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1 until in the period nine (9) through twelve (12), yes.

2 It's a wholesale price of power.

3                MR. BOB PETERS:   I'm sorry?

4                MR. SCOTT THOMSON:   It's a wholesale

5 price of power, you can't -- you can't equate that to

6 what residential customers pay in the province.

7 Doesn't include all the costs of distribution and --

8 and all the other costs that -- that are related to --

9 to -- an industrial power customer would be more akin

10 to that.  And that's approximately what our industrial

11 customers are paying.

12                MR. BOB PETERS:   Okay, I'm sorry, I've

13 got your point.  Your point is, you don't want to

14 compare the three (3) cents a kilowatt hour that you're

15 selling on export on average, to the seven (7) cents

16 you're getting from residential customers?

17                MR. SCOTT THOMSON:   That's correct.

18                MR. BOB PETERS:   It would be more akin

19 to the four (4) cents or whatever you're -- the -- the

20 MIPUG customers are paying.  And we could look at their

21 rate sheet to see what that is.

22                MR. SCOTT THOMSON:   They're more akin

23 to, yeah, an industrial customer load.  Our firm sales,

24 which are industrial customers, are -- are customers

25 that are buying dependable energy.  Our firm export
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1 sales are higher than -- than the domestic rates, but

2 the -- the opportunity or spot market prices, we're --

3 we're getting what we get in the marketplace.

4                The alternative would be to -- to spill

5 that water and make no money on it, so it's a -- it --

6 its cost of production is -- is in the three and a half

7 (3 1/2) dollar a megawatt, point three (.3) cents,

8 that's -- to -- to produce.  That's the -- the cost of

9 the water rental.

10                So when -- when we sell power for twenty

11 dollars ($20) on the spot market overnight, it's only

12 costing us three and a half (3 1/2) dollars to produce.

13 It's still good for our customers.  It still creates

14 revenue and benefit for Manitoba.

15                MR. BOB PETERS:   And that assumes, Mr.

16 Thomson, that the cost you receive on the export can

17 carry the costs of things like depreciation, finance

18 expense, and O&M in addition to the one-third (1/3) of

19 a penny that you pay the province for water rentals.

20                MR. SCOTT THOMSON:   Yeah.  What I --

21 what I was referring to was, when we sell surplus power

22 when there's more water available to us, we've are --

23 we're -- we're paying the costs of -- the fixed costs

24 of our -- our system, and we're better off to sell into

25 the spot market even at these lower prices than to --
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1 to not generate electricity with -- with that water.

2 We -- we get a positive contribution to the benefit of

3 the customers in the province.

4                MR. BOB PETERS:   In the few minutes I

5 have left, Mr. Thomson, let's just please jump ahead to

6 Tab 12, page 47 of the book of documents.  I just

7 wanted to come back to this chart because you had

8 mentioned to the Chairman and the panel members that --

9 you'll see it on the screen in front of you, just to

10 make sure you're looking at the same page.

11                You had said something to the effect

12 that Manitoba Hydro won't renegotiate one (1) of the

13 NSP deals if certain things happen.

14                Do you recall saying that earlier this

15 afternoon?

16                MR. SCOTT THOMSON:   Yeah.  What I was

17 referring to when -- when I mentioned that was that was

18 that absent -- absent Conawapa, I understand we're not

19 going to be in a position to extend that deal.

20                MR. BOB PETERS:   Can you -- on this

21 chart --

22                MR. SCOTT THOMSON:   That -- that blue

23 line presupposes the -- the Preferred Development Plan

24 where we've got Keeyask in '19 and Conawapa in 2025.

25                MR. BOB PETERS:   And where the spike
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1 occurs sometime after 2026, that's the -- that's the

2 onset or the in-service of Conawapa --

3                MR. SCOTT THOMSON:   That's correct.

4                MR. BOB PETERS:   -- as it's depicted.

5 And you're -- you're telling the Board that if Conawapa

6 is not built, that blue line, instead of going up will

7 come down.

8                MR. SCOTT THOMSON:   That's right.

9                MR. BOB PETERS:   And depending on how

10 far it comes down will determine how much is available

11 to be sold on any firm contract to any counterparty

12 after 2026?

13                MR. SCOTT THOMSON:   That's correct.

14                MR. BOB PETERS:   Can you tell the

15 Board, where does the WPS 308 megawatt sale fit on this

16 graphical depiction?

17                MR. SCOTT THOMSON:   It -- it -- you'll

18 see -- I believe the -- the original -- it's the dotted

19 line five (5).

20                MR. BOB PETERS:   Yeah.  It's the WPS

21 100 megawatt arrangement, and when it expires, it's --

22 the 100 megawatts goes up to three hundred and eight

23 (308).

24                Is that the public announcement?

25                MR. SCOTT THOMSON:   Yeah.  When -- once
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1 -- that -- that's right, but I -- I'm not sure that the

2 three hundred and eight (308) is depicted here, just --

3                MR. BOB PETERS:   I'm sorry.  It's not

4 on this graph yet.

5                MR. SCOTT THOMSON:   Yeah.

6                MR. BOB PETERS:   But I'm just asking

7 you, where would it fit?

8                MR. SCOTT THOMSON:   The three hundred

9 and eight (308) addition would be in the piece -- the -

10 - the final segment that's in the -- the green hatched.

11 It would be above that, so starting in 2026/7, going

12 out just slightly beyond the -- the graph.

13                MR. BOB PETERS:   So it would carry on

14 past the Minnesota Power deal --

15                MR. SCOTT THOMSON:   Yes.

16                MR. BOB PETERS:   -- that's set to

17 expire at that time.

18                MR. SCOTT THOMSON:   Yes.

19                MR. BOB PETERS:   And from a financial

20 basis, if I turn to -- quickly to Tab 18 and page six -

21 - fifty-nine (59), Mr. Thomson, your --

22                MS. PATTI RAMAGE:   Mr. Peters, can I

23 just interject --

24                MR. BOB PETERS:   Yes.

25                MS. PATTI RAMAGE:   -- for just a



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

181

1 second?  I just want it on the -- the chart that was

2 there, because we're having some confusion in terms of

3 -- for Mr. Thomson's benefit, again in terms of a

4 reference.  I think the last two (2) -- to clarify,

5 because I don't know the record off by heart, is this a

6 Manitoba Hydro chart?

7                MR. BOB PETERS:   No, it's not.

8                MS. PATTI RAMAGE:   It is not.  I -- it

9 may be helpful for all parties as -- as we go forward,

10 a lot of these charts look alike and I think it's

11 beneficial to know who produced a chart, because

12 there's a certain assumption that this is Manitoba

13 Hydro's evidence, and particularly for Mr. Thomson's

14 benefit.

15                The subject matter experts, I'm not

16 always sure that they would necessarily agree with

17 what's depicted on the chart and, so it's helpful for

18 Mr. Thomson if he knows who created the chart and

19 whether it's his own staff whose information he's

20 looking at, or someone's interpretation of that.

21                So with that caveat, carry on, but I

22 think Mr. Cormie may have some comments on these

23 charts.

24                THE CHAIRPERSON:   I wonder if you

25 wouldn't be in a position to make an undertaking to us
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1 to deliver us a similar chart which encompasses the new

2 contract, disposed in the same way, but I would add a

3 line that indicates what's available, dependable energy

4 there so that we understand what's available for sale

5 rela -- for -- for long-term fixed contracts relative

6 to what is available overall?

7                I think that would be very useful for

8 me, and I'm not sure about the other members, but just

9 to make sure that it's --

10                MS. PATTI RAMAGE:   I think I'd be more

11 comfortable with that if I knew Mr. Cormie for -- and

12 his staff agreed with the contents of the chart.

13

14                       (BRIEF PAUSE)

15

16                MS. PATTI RAMAGE:   Yes, subject of

17 course to I have to speak to Mr. Cormie if he has any

18 concerns with that, but I would be more comfortable.

19

20 --- UNDERTAKING NO. 3:     Manitoba Hydro to provide a

21                             similar chart to PUB/MH I-

22                             012a which encompasses the

23                             new contract, and add a

24                             line that indicates what

25                             dependable energy is
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1                             available for long-term

2                             fixed contracts relative to

3                             what is available overall

4

5 CONTINUED BY MR. BOB PETERS:

6                MR. BOB PETERS:   And, Mr. Thomson, just

7 to jump in here, what's attempted to be depicted in

8 this chart, or -- or the one that Manitoba Hydro

9 prepares or has prepared relative to the same as this,

10 the bottom portion, those rectangular shapes that are

11 coloured blue and red and green, those are depicting

12 the contract announcements that Manitoba Hydro has

13 made, correct?

14                MR. SCOTT THOMSON:   I presume that's

15 what they do.  I mean, the --

16                MR. BOB PETERS:   All right.

17                MR. SCOTT THOMSON:   -- they're

18 identified as having been sales contracts.

19                MR. BOB PETERS:   And in terms of --

20                MR. SCOTT THOMSON:   I haven't done the

21 conversion in my head in terms of gigawatt hours to --

22 to verify that that's correct.

23                MR. BOB PETERS:   And it's the -- it

24 represents the contracts that the Board understands are

25 under a fixed price arrangement that Manitoba Hydro
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1 has.  Would you accept that, subject to check?

2                MR. SCOTT THOMSON:   Subject to check.

3                MR. BOB PETERS:   And that blue line at

4 the top that oscillates up and down, you'd understand

5 that to be the -- the energy exports that are not under

6 firm price contracts, but rather under market price

7 scenarios.

8

9                       (BRIEF PAUSE)

10

11                MR. SCOTT THOMSON:   Evidently the --

12 the bees have been buzzing.  Our subject matter experts

13 have concerns and -- and don't accept the chart, so I'd

14 prefer not to answer anymore questions on the chart

15 until we've -- we've prepared something.

16                MR. BOB PETERS:   I understand that, and

17 we'll await the answer to the undertaking then.  The

18 last area that I want to ask you about, Mr. Thomson, is

19 at Tab 18, page 59 of the book of documents, and from

20 the Ivey School of Business, you should be able to help

21 me on this one.

22                The -- Manitoba Hydro has gained

23 revenues as a result of the foreign exchange difference

24 between Canada and the United States, sir?

25                MR. SCOTT THOMSON:   No more -- very
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1 recently, yes.  We've -- we -- in -- there's been a

2 decline in the exchange rate in the last several years

3 that -- that's been negative to -- to revenues on a --

4 on a unit cost basis.

5                MR. BOB PETERS:   And I'll try to put

6 this correctly for the economists in the room, as well.

7 The weaker the Canadian dollar relative to the American

8 dollar, the better it is for Manitoba Hydro as an

9 exporter?

10                MR. SCOTT THOMSON:   Generally speaking,

11 that's true.  The -- we -- we have a -- a natural hedge

12 in our operations in terms of the -- the amount of debt

13 that we carry in US dollars, and it -- and it's a

14 fairly effective hedge so the -- the -- over -- over

15 the near term, and -- and given our existing

16 configuration, it doesn't have a huge positive or

17 negative impact.

18                But as we move forward in time, the --

19 depending on the level of debt we place in US -- US

20 denominated debt and the -- and the related revenue

21 streams, you know, the -- the effectiveness of the

22 hedge will likely decline somewhat.  So when -- when

23 the US dollar strengthens, it -- it tends to be

24 favourable to our operations.  Sorry, that wasn't an

25 easy answer, but...
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1                MR. BOB PETERS:   Well, on this -- on

2 this information which came, and has been before the

3 Board in -- in general rate applications, Manitoba

4 Hydro -- if you -- if you take the revenue Manitoba

5 Hydro gets on its US sales, and then factor -- factor

6 out the exchange rate, you can determine how much money

7 Manitoba Hydro gains simply as a function of the

8 exchange rate.

9                MR. SCOTT THOMSON:   Is that another way

10 to say how much they -- they are in US dollars?

11                MR. BOB PETERS:   Well, we know how much

12 they are on line 'B' in US dollars.  Let's go back to

13 1999 and 2000.  Manitoba Hydro made two hundred eighty-

14 six million three hundred and thirty-seven thousand

15 dollars ($286,337,000) on US -- on exports to the US.

16 And in terms of US revenue, in US dollars it was $244

17 million.  And the difference would have been a surplus

18 in favour of Manitoba Hydro?

19                MR. SCOTT THOMSON:   Yeah, it would --

20 it's just -- it's US dollars translated to Canadian

21 dollars.

22                MR. BOB PETERS:   Right.  And in terms

23 of this NFAT, Manitoba Hydro is forecasting the

24 exchange rate closer to the one point zero four (1.04)

25 in the near term?
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1                MR. SCOTT THOMSON:   Yeah, I'll accept

2 that, subject to check.  I think that's right.  In the

3 near term.

4                MR. BOB PETERS:   Mr. Thomson, is there

5 a capital expenditure forecast '13 that's been

6 prepared?

7

8                       (BRIEF PAUSE)

9

10                MR. SCOTT THOMSON:   We haven't filed

11 that.

12                MR. BOB PETERS:   I know it hasn't been

13 filed.  I think it was referenced in one of the IEC

14 reports.

15                Is that a document that's available to

16 be filed?

17

18                       (BRIEF PAUSE)

19

20                MR. SCOTT THOMSON:   We're having --

21 we're -- we're just talking about fiscal years and

22 calendar years here.

23                I understand that the '13/'14 capital

24 expenditure forecasts will be filed with the general

25 rate application, which will be later in March.



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

188

1                MR. BOB PETERS:   Okay.  Well, let's not

2 close the microphone to Mr. Peters yet, if we can, and

3 let me just go down that road, Mr. Thomson.  I

4 remember, perhaps not this last weekend, but maybe it

5 was the weekend before, Manitoba Hydro had another

6 public announcement about issuing its third quarter

7 report?

8                MR. SCOTT THOMSON:   Yes.

9                MR. BOB PETERS:   And Manitoba Hydro has

10 net income on its electric operations over a hundred

11 million dollars better off in the most current nine (9)

12 months than it did a year -- in the previous year's

13 nine (9) months?

14                MR. SCOTT THOMSON:   I believe that's

15 right.

16                MR. BOB PETERS:   And there's also -- I

17 think one (1) of the reasons for that turnaround was

18 attributed to things like the PUB rate increase from

19 last year, correct?

20                MR. SCOTT THOMSON:   There's a portion

21 of it associated with that.  The -- the majority of it

22 related to water levels and -- and export sales.

23                MR. BOB PETERS:   And a portion related

24 to the cold weather?

25                MR. SCOTT THOMSON:   That played a



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

189

1 factor, too.  It's we -- it's -- it's the only silver

2 lining to this winter cloud.

3                MR. BOB PETERS:   And that cold weather

4 -- your quar -- your third quarter report stopped in

5 December 31 of 2013?

6                MR. SCOTT THOMSON:   That's correct.

7                MR. BOB PETERS:   And my recent memory

8 is that January and February have been colder than

9 normal.

10                MR. SCOTT THOMSON:   I hope so.

11                MR. BOB PETERS:   And that all means the

12 silver lining that you talked about, that Manitoba

13 Hydro's revenues will be above what would be based on

14 normal expectations?

15                MR. SCOTT THOMSON:   Yeah, I think we --

16 we included some outlook information in the -- in the

17 press release.

18                MR. BOB PETERS:   And even in light of -

19 - in -- in light of the improved financial position of

20 Manitoba Hydro, you're indicating that Manitoba Hydro

21 is going to be filing a general rate application for

22 rates effective April 1st, 2014?

23                MR. SCOTT THOMSON:   That's correct.

24                MR. BOB PETERS:   And what's the rate

25 increase that's going to be sought?
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1                       (BRIEF PAUSE)

2

3                MR. SCOTT THOMSON:   Can I say that it's

4 consistent with what we've been filing, but it's not

5 part of an application that's been filed yet, so.

6                MR. BOB PETERS:   All right.  I'll tell

7 you my recollection of what's consistent, Mr. Thomson.

8 You tell me if I'm off-side or if I'm in the ballpark.

9 The last IFF I remember seeing included annual rate

10 increases going forward of 3.95 percent for the next

11 eighteen (18) to twenty-two (22) years?

12                MR. SCOTT THOMSON:   Yes.

13                MR. BOB PETERS:   And that's in the

14 ballpark of where you're talking about this rate

15 increase coming up?

16                MR. SCOTT THOMSON:   Yeah, the interim

17 application will be for a year.

18                MR. BOB PETERS:   And did I understand

19 then that the CEF13 is available but it's not available

20 to the NFAT proceeding?

21                MR. SCOTT THOMSON:   We're in the final

22 stages of putting together a general rate application,

23 so I'll have to check.

24                MR. BOB PETERS:   All right.  If -- if

25 CEF13 is available, would you undertake to file it in
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1 these proceedings through your counsel?

2                MR. SCOTT THOMSON:   Sure.

3                MR. BOB PETERS:   All right.

4

5 --- UNDERTAKING NO. 4:     Manitoba Hydro to File

6                             CEF13, if available

7

8                MR. BOB PETERS:   Mr. Chairman, at this

9 point I am going to thank Mr. Thomson very much.  I

10 appreciate him answering my questions.  And, subject to

11 the Board's plans, turn it over to counsel opposite.

12                THE CHAIRPERSON:   Thank you, Mr.

13 Peters.  Over to you, Mr. Williams.

14                MS. PATTI RAMAGE:   Before Mr. Williams

15 begins, can we have a two (2) minute break?

16                THE CHAIRPERSON:   Yes, two (2) minutes,

17 please.

18

19 --- Upon recessing at 2:17 p.m.

20 --- Upon resuming at 2:20 p.m.

21

22                THE CHAIRPERSON:   I believe we're ready

23 to resume the proceedings, so Mr. Williams, please.

24

25 CROSS-EXAMINATION BY MR. BYRON WILLIAMS:
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1                MR. BYRON WILLIAMS:   Good afternoon,

2 members of the panel and Mr. Thomson.  My client's not

3 able to be here this afternoon.  She did want to

4 express her appreciation to you through me for your

5 courtesy in -- in attending.  It's -- it's much

6 appreciated.

7                I hope you'll forgive me if I -- I don't

8 ask you too many questions.  That -- that'll be all

9 right with you, sir?

10                Now, just from your discussion with Mr.

11 Peters, Mr. Thomson, it would be fair to say that

12 you're not the detail guy supporting the Manitoba Hydro

13 Application?  Would that be fair?

14                MR. SCOTT THOMSON:   That's fair.

15                MR. BYRON WILLIAMS:   You're the high

16 level vision guy?

17                MR. SCOTT THOMSON:   I guess you could

18 say that.

19                MR. BYRON WILLIAMS:   And the vision for

20 the hydro plan, as you testified this morning, dates

21 back about a decade.  Agreed?

22                MR. SCOTT THOMSON:   Yeah.  The -- we've

23 been working on it a long time.

24                MR. BYRON WILLIAMS:   Yeah.  And you

25 joined Hydro in 2000 -- 2012, almost two (2) years ago,
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1 in February, agreed?

2                MR. SCOTT THOMSON:   Yeah, that's right.

3                MR. BYRON WILLIAMS:   And, so by the

4 time you joined the Corporation, for example the JKDA

5 with the Keeyask Cree Nation partners had been signed

6 in 2009, correct?

7                MR. SCOTT THOMSON:   Yes.

8                MR. BYRON WILLIAMS:   And the contract

9 with NSP and with Minnesota Power, those had been

10 signed, agreed, in 2011?

11                MR. SCOTT THOMSON:   Yes, subject to

12 check.

13                MR. BYRON WILLIAMS:   Okay.  I think you

14 can trust me on these ones, sir.

15                MR. SCOTT THOMSON:   Okay

16                MR. BYRON WILLIAMS:   And the 100

17 megawatt sale to WPS commencing in 2021 had also been

18 signed, agreed?

19                MR. SCOTT THOMSON:   That's right.

20                MR. BYRON WILLIAMS:   And the decision

21 to sequence Keeyask ahead of Conawapa had already been

22 reached by the time you joined the Corporation?

23                MR. SCOTT THOMSON:   Yes.

24                MR. BYRON WILLIAMS:   Okay.

25                THE CHAIRPERSON:   Mr. Thomson, could I
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1 ask you to put -- to move the microphone to the other

2 side of your -- your left-hand side.  That'll probably

3 be easier.

4                Yeah.  That'll be -- I think we'll get a

5 -- we'll get a better reception if you're speaking to

6 that one.

7                MR. SCOTT THOMSON:   Okay.

8                THE CHAIRPERSON:   Thank you.

9                MR. SCOTT THOMSON:   Is that better?

10                THE CHAIRPERSON:   Yeah

11

12 CONTINUED BY MR. BYRON WILLIAMS:

13                MR. BYRON WILLIAMS:   I was trying to

14 take tactical advantage of you having to twist your

15 head, Mr. Thomson, so.

16                Despite your recent start with the

17 Corporation, I take you -- take it that, at a high

18 level, you're familiar with the NFAT business case?

19                MR. SCOTT THOMSON:   Yes, I am.

20                MR. BYRON WILLIAMS:   And at a high

21 level you're aware of the screening process and the

22 alternatives analysis?

23                MR. SCOTT THOMSON:   Yes.

24                MR. BYRON WILLIAMS:   And I know you've

25 been really busy since you got here, but would I be
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1 correct in assuming that prior to pro -- partaking in -

2 - in this NFAT you would have taken the time to review

3 the report and recommendations of the joint panel into

4 the Wuskwatim NFAT?

5                Would you have done that, sir?

6                MR. SCOTT THOMSON:   I haven't seen that

7 in detail.

8                MR. BYRON WILLIAMS:   Okay.  Coming back

9 to 2013, can we agree that at the time the Hydro

10 business case was filed in August of 2013 that an

11 economic analysis to evaluate the attractiveness of

12 higher levels of DSM was not able to be completed at

13 that time, sir?

14                MR. SCOTT THOMSON:   Yes, that's true.

15                MR. BYRON WILLIAMS:   And we can agree -

16 - or you will agree with me, that the Hydro business

17 case filed in August of 2013, in the business case, the

18 Corporation was unable to provide an integrated

19 evaluation of DSM and supply options which would have

20 allowed for the assessment at the optimum level of DSM,

21 correct?

22                MR. SCOTT THOMSON:   I think that's

23 true.  I think that sensitivity information had been

24 filed at that point, and -- and we were waiting for the

25 -- the DSM potential study results to come out to -- to
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1 have a better understanding of what was -- what was

2 possible.

3                MR. BYRON WILLIAMS:   Okay.  And, sir,

4 again recognizing that you haven't memorized the report

5 from Wuskwatim into the NFAT, but going back to that

6 report, would you be aware that in that proceeding it

7 was recommended that in any future Manitoba Hydro --

8 Hydro NFATs, that portfolios should include

9 consideration of hydro electric sequencing as well as

10 coordinated implementation of other initiatives, such

11 as DSM programs and SSE programs?

12                Were you aware of that, sir?

13                MR. SCOTT THOMSON:   Not the explicit

14 details, but -- but I'll accept that.

15                MR. BYRON WILLIAMS:   Okay.  And you'll

16 be aware -- or you'll accept, subject to check, that

17 the Wuskwatim recommendations were made in September of

18 2004?

19                MR. SCOTT THOMSON:   Subject to check.

20                MR. BYRON WILLIAMS:   Roughly nine (9)

21 years before this NFAT filing, agreed?

22                MR. SCOTT THOMSON:   Agreed.

23                MR. BYRON WILLIAMS:   And would you

24 agree that nine (9) years would be sufficient time to

25 integrate DSM into hydro resource planning in such a
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1 way as to provide alternatives for examining an

2 optimized DSM por -- portfolio, sir?

3                MR. SCOTT THOMSON:   Well, I think that

4 work had been done.  A consultant had been hired.  And

5 as I understand it, the -- the Corporation anticipated

6 the -- the DSM potential study about a year before it

7 was delivered.  It was -- it was quite late.

8                And so the -- the work plan had -- had

9 anticipated that -- that we would have had that and we

10 would have been able to integrate that sooner.  The

11 analysis is -- has been done subsequent, and -- and the

12 -- the DSM load forecasting panel, which is next, tomor

13 -- I believe, starting tomorrow, will be addressing

14 questions around that.

15                MR. BYRON WILLIAMS:   And, Mr. Thomson -

16 - and if this is an unfair question, your counsel will

17 -- will chip in -- but, to your knowledge, has the

18 detailed analysis supporting this DSM analysis been --

19 been filed on the public record or is it just the

20 reference to the -- in rebuttal evidence?

21

22                       (BRIEF PAUSE)

23

24                MR. SCOTT THOMSON:   It's -- it will be

25 filed.  Mr. Kuczek, tomorrow, will be in a position to
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1 give you an idea of when.

2                MR. BYRON WILLIAMS:   So it's -- it's

3 not yet filed, sir?

4                MR. SCOTT THOMSON:   Correct.

5                MR. BYRON WILLIAMS:   Now, you had a

6 really enjoyable conversation with My Learned Friend

7 Mr. Peters this morning, so I won't go too much into

8 the American transmission line, but I do have just a

9 couple of questions of -- of follow-up.

10                And -- and for clarity's sake, I'm

11 referring to the 750 megawatt American portion of the

12 line that you discussed with Mr. Peters this morning.

13                Okay, Mr. Thomson?

14                MR. SCOTT THOMSON:   Yes.

15                MR. BYRON WILLIAMS:   And just in terms

16 of that line, and just to try and summarize your

17 conversation with Mr. Peters, would it be fair to say,

18 referring specifically to the American portion, that

19 initially Manitoba Hydro may own up to 49 percent of

20 that line, sir?

21                MR. SCOTT THOMSON:   Yes, initially.

22                MR. BYRON WILLIAMS:   Would it be also

23 fair to say that initially it would be responsible --

24 may be responsible for up to two-thirds (2/3s) of the

25 construction costs?
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1                MR. SCOTT THOMSON:   No.  Minnesota

2 Power will be responsible for at least 51 -- well, fif

3 -- they will be responsible for 51 percent, and -- and

4 we may be responsible for up to 49.  We'll -- we're --

5 we'll be actively seeking to -- to lay that off and

6 bring other -- other partners in prior to the -- the

7 completion of the line.

8                MR. BYRON WILLIAMS:   So for greater

9 clarity, Minnesota Power is assuming the one-third

10 (1/3) of that cost associated with the 250 megawatt,

11 and then it is kicking in something additional of --

12 towards the 750 megawatt, sir?

13                MR. SCOTT THOMSON:   Yeah.  I'm just

14 hesitating because we're -- we're getting dangerously

15 close to an area that we should be talking about in

16 camera.

17                MR. BYRON WILLIAMS:   The percentage

18 ownership?

19                MR. SCOTT THOMSON:   No, the details

20 around the -- the deal.

21                MR. BYRON WILLIAMS:   Okay.  Well...

22                MR. SCOTT THOMSON:   I -- I shared the

23 percentage ownership with you.  It's 51 percent.

24                MR. BYRON WILLIAMS:   In terms of the

25 share of the construction costs, is it possible that
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1 Hydro will be responsible for more than 49 percent,

2 sir?

3                MR. SCOTT THOMSON:   No.

4                MR. BYRON WILLIAMS:   Currently, would

5 it be responsible for 49 percent of the construction

6 costs?

7

8                       (BRIEF PAUSE)

9

10                MR. SCOTT THOMSON:   Yes.

11                MR. BYRON WILLIAMS:   Okay.  Thank you.

12 Apart from the NFAT, it would be fair to say that

13 Hydro's been kept fairly busy with other regulatory

14 processes?

15                MR. SCOTT THOMSON:   That's fair.

16                MR. BYRON WILLIAMS:   You spoke this

17 morning of the Keeyask EIS, and you're awaiting

18 recommendations from the Clean Environment Commission?

19                MR. SCOTT THOMSON:   Yes.

20                MR. BYRON WILLIAMS:   And once those

21 recommendations are out, it'll be up to pro -- to the

22 province to decide what to do with them, agreed?

23                MR. SCOTT THOMSON:   That's correct.

24                MR. BYRON WILLIAMS:   And you're

25 anticipating those recommendations in April?
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1                MR. SCOTT THOMSON:   Yeah.  My

2 understanding is they have ninety (90) days from the

3 close of the proceedings, so that would put it late

4 April.

5                MR. BYRON WILLIAMS:   And then there

6 will be subsequent actions which are required to be

7 taken by the province, presumably --

8                MR. SCOTT THOMSON:   That's correct.

9                MR. BYRON WILLIAMS:   -- one (1) way or

10 the other?

11                MR. SCOTT THOMSON:   Yes.

12                MR. BYRON WILLIAMS:   And in addition to

13 the Keeyask EIS another process that the Corporation is

14 involved with would relate to the regional cumulative

15 effects assessment of the Nelson River watershed --

16                MR. SCOTT THOMSON:   Yes.

17                MR. BYRON WILLIAMS:   -- sub-watershed?

18                MR. SCOTT THOMSON:   Yes.

19                MR. BYRON WILLIAMS:   And that process

20 was just initiated in the fall of 2013, sir, agreed?

21                MR. SCOTT THOMSON:   I believe that's --

22 that's accurate.

23                MR. BYRON WILLIAMS:   And the Clean

24 Environment Commission, I think it's fair to say, in

25 its Bipole III recommendations, suggested that that
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1 analysis be completed before any new projects beyond

2 Bipole III were licensed.

3                Is that your understanding, sir?

4                MR. SCOTT THOMSON:   Yeah.  I believe

5 those were the -- were the -- the recommendation that

6 they'd had.  The -- the Keeyask project had been

7 initiated before -- before that had -- those

8 recommendations came out.  Nonetheless, we're -- we're

9 proceeding with that, and I understand that there'd be

10 a preliminary report out later this spring or around

11 June time-frame.

12                MR. BYRON WILLIAMS:   So the summer of

13 2014 you're expecting an interim report, sir?

14                MR. SCOTT THOMSON:   That's my

15 understanding.

16                MR. BYRON WILLIAMS:   And while those

17 are going on, of course we've got the NFAT that we're -

18 - you're juggling as well?

19                MR. SCOTT THOMSON:   Yes.

20                MR. BYRON WILLIAMS:   Given all these

21 moving parts including the EIS, the regional cumulative

22 effects assessment, and the NFAT, would it be fair to

23 say that it is unlikely for Keeyask to begin

24 construction in the summer of 2014?

25                MR. SCOTT THOMSON:   No.  I think we're
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1 -- we're very hopeful that we're -- we're going to

2 proceed starting in July, subject to the -- the outcome

3 of this proceeding and -- and the determination by the

4 province.

5                It -- I'll grant you, it's tight -- the

6 -- but if the panel issues its report on or prior to

7 June 20th, if you look at the -- the time-frames around

8 when the Bipole III recommendations came out and the

9 length of time it took for the province to issue a

10 licence, we can -- we can get it all done in -- in the

11 time-frame to allow a summer construction start.  And

12 it's -- it's pretty important that we -- we make that

13 happen, because the -- there's -- there's -- you know,

14 there's construction windows and there's only certain

15 times that we can -- we can be operating in the river.

16 It's -- it's particularly important that we start the

17 cofferdamming of the river this summer in order to --

18 to protect the overall construction schedule 'cause you

19 can't -- you can't do that work in the winter.

20                MR. BYRON WILLIAMS:   And just in -- in

21 terms of that specific issue, the cofferdamming, what

22 is your summer window of opportunity, sir?

23                MR. SCOTT THOMSON:   Sorry, the...?

24                MR. BYRON WILLIAMS:   The summer window

25 of opportunity?  You said it's quite short.
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1                MR. SCOTT THOMSON:   Yeah.  We're --

2 we're looking by mid-July to be -- to be wet, as -- as

3 they say, and then through early fall before the ice

4 starts forming up.

5                MR. BYRON WILLIAMS:   Okay.  So if

6 there's a slippage of two (2) months, construction

7 would be in jeopardy --

8                MR. SCOTT THOMSON:   I --

9                MR. BYRON WILLIAMS:   -- in the summer

10 of 2014?

11                MR. SCOTT THOMSON:   Yeah, I think

12 that's fair to say.  If we were -- if we were pushed

13 out past July we'd lose the summer.

14                MR. BYRON WILLIAMS:   Okay.  I thank

15 you, Mr. Thomson, and I turn it over to My Learned

16 Friend Mr. Hacault, I believe.  I'm not sure who I turn

17 it over to, sorry.

18                THE CHAIRPERSON:   Before -- before you

19 go there, I want to make sure I understand what Mr.

20 Williams first addressed, which is -- or at least

21 addressed, which is the issue of the cost of that

22 transmission line to the US.

23                Now, I understand completely that the

24 51/49 split.  What I do not understand, I want to make

25 sure I clarify, is who's picking up the cost of the
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1 construction of that line south of the border.  I

2 clearly read that Manitoba Hydro at the present time

3 was assuming two-thirds (2/3s) of the cost of that

4 because of the -- the dropping out of the Wisconsin

5 counterparty in the construction of the line.

6                So I -- I need to understand what the

7 responsibility is for Manitoba Hydro on that southern

8 portion of the kV line.

9

10                       (BRIEF PAUSE)

11

12                MR. SCOTT THOMSON:   Mr. Chair, I think

13 that -- that in the original filing under "Pathway 4"

14 there was an assumption made, but in the -- in the time

15 that's past we've -- we've firmed things up with

16 Minnesota Power and they are going to pay -- build --

17 they're going to be a 51 percent shareholder.  They're

18 going to cover 51 percent of the capital costs of the

19 project.

20

21 CROSS-EXAMINATION BY MR. ANTOINE HACAULT:

22                MR. ANTOINE HACAULT:   Good afternoon,

23 Mr. Thomson.

24                MR. SCOTT THOMSON:   Good afternoon.

25                MR. ANTOINE HACAULT:   You heard part of
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1 my presentation in the opening statements with respect

2 to whether or not we should proceed with a need-based

3 approach or an opportunity-based approach.  And part of

4 my discussion with you this afternoon will be with

5 respect to that subject matter, and taking you to

6 various statements made and various documents either by

7 Manitoba Hydro, yourself, or the province and its

8 documents.

9                The first document I'd like to draw your

10 attention to is in our book of documents, which I

11 understand has been marked as Exhibit 20, MIPUG-20.

12 It's a Volume I book of documents, and in particular at

13 page 34.

14

15                       (BRIEF PAUSE)

16

17                MR. ANTOINE HACAULT:   In that document,

18 there's some highlighting.  It should show up on your

19 screens.

20                MS. PATTI RAMAGE:   Mr. Hacault, which

21 tab is that in the...

22                MR. ANTOINE HACAULT:   Sorry, that is

23 the, if you're looking at tabs, Tab 6, and the page

24 numbers are on the bottom.  Page 34.

25                MR. SCOTT THOMSON:   Yes.
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1 CONTINUED BY MR. ANTOINE HACAULT:

2                MR. ANTOINE HACAULT:   Yes.  My first

3 question is:  Is the chair and yourself still meeting

4 with the Minister on a regular basis?

5                MR. SCOTT THOMSON:   Yes, we are.

6                MR. ANTOINE HACAULT:   Okay.  And in

7 this document your president indicates that there

8 hasn't been specific direction on any issues with

9 respect to the development plan.

10                Are there general directives from the

11 Minister with respect to the gen -- the Preferred

12 Development Plan?

13                MR. SCOTT THOMSON:   No, there's --

14 there's no directives with respect to the Preferred

15 Development Plan.  I -- I don't think it's any -- any

16 secret that the -- the province supports the direction

17 that we're taking on this.  But we haven't been

18 directed to do one thing or another.  I mean, we've

19 been independently preparing the analysis and -- and

20 developing the recommendations that -- that we're

21 bringing forward.

22                MR. ANTOINE HACAULT:   Thank you.

23 Earlier, in answering questions to Mr. Peters, he had

24 asked questions with respect to interim approvals by

25 the government with respect to the generation stations
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1 which were coming up.  And I believe your answer was

2 something to the effect that some small portions had

3 been approved.

4                Did I understand that correctly?

5                MR. SCOTT THOMSON:   The -- we've got

6 licensing and work permits.  The -- the Keeyask

7 infrastructure project has -- was separately licensed

8 and approved.  And on a -- on an overall basis, our --

9 our borrowing and capital plans are vetted by a

10 treasury committee.  So we -- all -- we've got all the

11 necessary approvals in place to do the work that we've

12 been doing.

13                MR. ANTOINE HACAULT:   Yeah.  Are there

14 specific pro -- components though?  I -- I think you

15 had talked about the preparation of the site.  Did that

16 require specific approval and is -- is that available

17 for public --

18                MR. SCOTT THOMSON:   There's --

19                MR. ANTOINE HACAULT:   -- record?

20                MR. SCOTT THOMSON:   There were work

21 permits issued for that -- that work, yes.

22                MR. ANTOINE HACAULT:   Okay.  The reason

23 I was asking the question, counsel for the Public

24 Utilities Board, Mr. Peters, had drawn your attention

25 to approvals required by the Cabinet.
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1                And is there anything available that can

2 be put on the public record with respect to any such

3 approvals?

4                MR. SCOTT THOMSON:   The --

5                MS. PATTY RAMAGE:   Mr. Hacault, if I

6 could interject.  The approvals -- having looked at the

7 -- I had a moment to look at the sections that Mr.

8 Peters raised -- those are required when we're dealing

9 with a joint venture, or subsidiary, or partnership,

10 and they don't apply in this case.  Manitoba Hydro's

11 borrowing approvals that Mr. Thomson just referred to

12 are -- are all that applies.

13

14 CONTINUED BY MR. ANTOINE HACAULT:

15                MR. ANTOINE HACAULT:   Do you agree with

16 that, Mr. Thomson?

17                MR. SCOTT THOMSON:   Yeah.  She's the

18 lawyer.  But -- but, yeah, my -- my understanding is

19 that we'll ultimately need that -- that order in

20 council when -- when the assets roll into a

21 partnership.  We -- we've entered into a partnership

22 arrangement, but the -- the project is -- is not in

23 that.  That would happen on the heels of this

24 proceeding, assuming that -- that we're granted the

25 approval to proceed.  And then that OGIC -- LGIC
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1 (phonetic) would -- would be forthcoming at that time.

2                MR. ANTOINE HACAULT:   Thank you, sir.

3 Could I ask you to turn to the next page in the book of

4 documents, page 35, at the bottom of the page.  There

5 should have been a highlighted portion.

6                And there was a question asked of you as

7 to whether Keeyask would be built, and whether there

8 was still a debate as to whether that particular

9 structure would be built.  And this was, I appreciate,

10 only a couple months into your tenure as the CEO of

11 Manitoba Hydro; your response is recorded, "No, not

12 internally."

13                So with respect to the Keeyask project

14 and its role in the Preferred Development Plan, am I to

15 take it that, internally, Hydro was convinced, as of

16 April of 2012, that Keeyask was proceeding?

17                MR. SCOTT THOMSON:   That was our

18 intent.  And I think, as -- as my statement at the --

19 at the Standing Committee said -- it went on to say,

20 "No, not internally."  I mean, we've -- we've got to go

21 through a review process and get it certificated to

22 build.  But based on the information that we had

23 available to us at the time, it was our intent to keep

24 going forward with this process.

25                MR. ANTOINE HACAULT:   Was it the same
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1 conclusion that had been reached internally with

2 respect to Conawapa at that point in time?

3                MR. SCOTT THOMSON:   Yes, although it

4 was much further out on -- on the calendar.

5                MR. ANTOINE HACAULT:   Okay.  When you

6 come to the Public Utilities Board and the NFAT, is

7 Manitoba Hydro's approach to present the in --

8 information in a disinterested way, or is it advocating

9 particular positions?

10                MR. SCOTT THOMSON:   No, I'd -- I'd say

11 it's fair to say we're advocating a position.  We've --

12 we've done the analysis.  We -- we believe in what

13 we're promoting and putting forward, and I don't think

14 we're -- we're not bringing this forward and saying,

15 You make -- you know, it's jump ball.  We -- we believe

16 that -- that the path that we're on and that we're

17 proposing is the -- the best plan based on the analysis

18 that we've done and -- and our mandate.

19                MR. ANTOINE HACAULT:   And is it fair to

20 say that that view has not changed as a result of any

21 of the filings occurred so far in this hearing?

22                MR. SCOTT THOMSON:   Yes.  Certainly for

23 the first phase of the project, I think that -- that

24 the -- the changes to our -- our load forecasts, the

25 changes to -- to our revenue forecasts have -- you
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1 know, they've altered the economic look at this -- at

2 this -- this plan.

3                It -- it isn't -- and I'm sure we'll

4 hear more about that over the course of the -- the next

5 eight (8) weeks.  But it -- it isn't as positive at the

6 corporate level, financial level as it was in -- in our

7 outlook four (4) years ago.  But we believe it's

8 realistic.  And -- and it hasn't -- it hasn't

9 deteriorated to the point where the next best -- we --

10 we believe there's another next-best option at this

11 point.

12                We -- we believe that, certainly as it

13 relates to Keeyask, that there's a compelling case that

14 we should be proceeding with Keeyask and -- and keeping

15 the optionality around Conawapa.

16                I -- I think it's also fair to say that

17 in our view three (3) or four (4) years ago, there was

18 a compelling case to -- to push forward with Conawapa

19 as long as that -- as long as that -- you know, the

20 planning assumptions built out -- played out.

21                And we still believe that -- that

22 Conawapa makes sense if -- if the future unfolds as --

23 as we -- we anticipate today.  It's -- again, you know,

24 the forecasts are -- are down somewhat from -- from

25 where they were four (4) years ago.
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1                There's -- there's a crossover point

2 where -- where we might change on our mind on that, and

3 that's why, you know, we'll be thinking about that and

4 the gated decision points that I -- I spoke to in my

5 opening remarks will play a -- a role in that.  We're -

6 - we're not -- we're not going all in, to use a card

7 playing terminology, at this point.  But -- but the

8 first step down a pathway, we believe -- we believe

9 Keeyask is the right way to go.

10                MR. ANTOINE HACAULT:   Thank you, sir.

11 If the document organizer could -- I had identified

12 MIPUG/MH-1-10A.  And there's a figure on the second

13 page, if she can bring that up.

14                MS. PATTI RAMAGE:   Is that in the book

15 of documents, Mr. Hacault?

16                MR. ANTOINE HACAULT:   It -- it isn't in

17 the book of documents.  It's something that I'm going

18 to be asking as a result of some of Mr. Thomson's

19 answers this morning.  He had, I -- I understood,

20 indicated that for Keeyask, about the longest time we

21 could delay that decision would be for about two (2)

22 years.

23                And this is a response, as I understand

24 it, provided by Manitoba Hydro in decision dates for

25 new resources.
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1

2 CONTINUED BY MR. ANTOINE HACAULT:

3                MR. ANTOINE HACAULT:   Do you see that,

4 sir?

5                MR. SCOTT THOMSON:   Yes, I do.

6                MR. ANTOINE HACAULT:   Okay.  And in the

7 middle of that table, there is the abbreviation,

8 capital 'K' 22/gas.

9                Do you see that?  There's a heading.

10                MR. SCOTT THOMSON:   Keeyask 20 --

11 K22/gas, yeah.

12                MR. ANTOINE HACAULT:   Yes.  And in that

13 particular table prepared by Manitoba Hydro, there's an

14 indication that there needs to be a decision by 2017.

15                Do you --

16                MR. SCOTT THOMSON:   Yes, I see that.

17                MR. ANTOINE HACAULT:   Do you have any

18 idea when in 2017 that decision needs to be made, and

19 why, and to what extent it's different than your

20 initial indication that we should have to make a

21 decision by 2016?

22                MR. SCOTT THOMSON:   Yeah, just -- just

23 a sec.

24

25                       (BRIEF PAUSE)
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1                MR. SCOTT THOMSON:   Yeah, the -- the --

2 this pathway contemplates no -- no export sales.  So if

3 we -- if we didn't proceed with the export sales and

4 we'd be looking to put Keeyask into service for 2022,

5 and if we were -- if that was our target date rather

6 than 2019 under the Preferred Development Plan, then

7 we'd have until about 2017 to make that decision --

8                MR. ANTOINE HACAULT:   Okay.  So am I

9 correct --

10                MR. ANTOINE HACAULT:   -- in order -- in

11 order to achieve a 2022 date.  We wouldn't achieve a

12 2019 date if -- if we push out the -- by two (2) years,

13 the start date on -- on Keeyask either.  But they're --

14 they're planning for different outcomes.

15                MR. ANTOINE HACAULT:   So am I correct

16 in understanding then that if we're building for

17 Manitoba demand requirements, local consumers, you had

18 indicated that was a 2023 expected date, correct?

19                MR. SCOTT THOMSON:   We need -- yeah, we

20 need -- we -- we now estimate that we need resources by

21 2023 --

22                MR. ANTOINE HACAULT:   Okay.

23                MR. SCOTT THOMSON:   -- for domestic

24 load.

25                MR. ANTOINE HACAULT:   So that if the
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1 focus was the needs of Manitobans for electricity, am I

2 understanding this table correctly, that if that was

3 the focus, we could delay the decision date until 2017?

4                MR. SCOTT THOMSON:   That would

5 presuppose that we -- we had given up on building an

6 interconnection and -- and any other sales.  So there's

7 many -- there's Needs For and Alternatives To.  And in

8 exploring the various different options open to us in

9 the alternatives, they have -- they have benefits and

10 costs associated with them.

11                So we've evaluated the economics of --

12 of these different pathways, but that's -- and -- and

13 so that will inform where we ultimate land on -- on

14 which one's the best one.  This -- this one would --

15 would have a certain economic outcome, and -- and it's

16 not the preferential outcome.  It's -- it's not the

17 highest-value outcome for -- for Manitobans.

18                So there's benefits from those export

19 sales that -- that make it desirable for us to proceed

20 with -- with building interconnections and -- and

21 having -- having Keeyask in service earlier.

22                MR. ANTOINE HACAULT:   Thank you.  My

23 focus was just on when a decision date would need to be

24 made if we were focussing only on Manitoba consumer

25 needs, as far as the load.
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1                Am I right in understanding this table,

2 that if we started out -- and this is new resources,

3 SCGT/C26, would be Conawapa 26.

4                If we were embarking on a gas route

5 initially, we wouldn't have to make a decision until

6 2019 with respect to additional hydraulic resources?

7                MR. SCOTT THOMSON:   I believe we...  In

8 20 -- under that scenario, I believe it's 2018 --

9                MR. ANTOINE HACAULT:   2018.

10                MR. SCOTT THOMSON:   -- for -- for the

11 hydraulic resource.  We would have to make a decision

12 on -- on the -- the simple-cycle gas turbine sooner

13 than that.

14                MR. ANTOINE HACAULT:   Okay.  Thank you,

15 sir.  I'm going to turn back to our book of documents,

16 Exhibit 20, at page 12.  That's Tab 3; Tab 3, page 12.

17                This is an extract from the technical

18 conference that occurred last year.  And I'd like to

19 draw your attention, sir, to some of the statements you

20 made on page 12 at line 4, the bottom.  It should be

21 page -- in the transcript it's page 7, but the bottom

22 numbering for the document organizers, page 12.

23                MR. SCOTT THOMSON:   Page 12, yeah.

24                MR. ANTOINE HACAULT:   It -- it records

25 you indicating:
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1                   "The NFAT business case sets out the

2                   best long-term options to meet

3                   Manitoba's electricity needs now and

4                   into the future."

5                And then if we continue reading, you

6 talk about what you've found to be most beneficial for

7 the province as a whole.

8                Do you see that paragraph, sir?

9                MR. SCOTT THOMSON:   What line?  I -- I

10 see where -- where you started.  And I'm just --

11                MR. ANTOINE HACAULT:   I've finished at

12 lines 10 and 11.

13                MR. SCOTT THOMSON:   Okay, yes, sorry.

14                MR. ANTOINE HACAULT:   So my question to

15 you, sir, is with respect to your vision and the

16 corporate vision, is the focus on Manitoba's

17 electricity needs now and into the future, or is it on

18 what you find most beneficial for the province as a

19 whole?

20                MR. SCOTT THOMSON:   Both.  They're not

21 mutually exclusive.

22                MR. ANTOINE HACAULT:   Okay.  Would you

23 agree with me, sir, that ratepayers might have a

24 different priority than the province as a whole?

25                MR. SCOTT THOMSON:   Certainly.  I -- I
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1 would say that some ratepayers would have a different

2 perspective than -- than the province as a whole.

3                MR. ANTOINE HACAULT:   Okay.  And I

4 won't get into that, but some of the scenarios develop

5 substantial revenues and benefits for the province as

6 compared to other scenarios, but not much difference

7 for ratepayers.

8                MR. SCOTT THOMSON:   That's true.  I

9 mean, the -- the -- there -- there isn't a great deal

10 of difference in -- in the rate impacts across most of

11 the scenarios, actually.  But -- but there are -- there

12 are financial benefits beyond the Corporation, and then

13 there's all of the -- the social benefits associated

14 with -- with the -- the hydro development plan.

15                MR. ANTOINE HACAULT:   Yes.  And if I --

16 if you would flip back, sir, to page -- it's at Tab 6

17 and it's page 33 in our book of documents, when you

18 were speaking in front of the Crown corporations

19 committee on April 4, 2012.  Midway through the page

20 you're quoted as saying, in talking about exports and

21 domestic sales -- and it was at 1,920.  You should see

22 some highlighting there.

23                MR. SCOTT THOMSON:   Yes.

24                MR. ANTOINE HACAULT:

25                   "I mean, we're not building them to



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

220

1                   export."

2                You see that statement, sir?

3                MR. SCOTT THOMSON:   Yes.

4                MR. ANTOINE HACAULT:   My question to

5 you is:  Has there been a change in vision or priority

6 for Manitoba Hydro?  Are some aspects of this Preferred

7 Development Plan being done to build for exports in

8 advance of Manitoba consumers' needs?

9                MR. SCOTT THOMSON:   No, I -- I wouldn't

10 say that there's a -- there's a change in -- in

11 corporate philosophy.  The -- the plants will

12 ultimately all serve the -- the domestic requirements.

13 But there's an expectation -- and -- and it's -- it's

14 been the case -- I -- as I understand it, every time we

15 built -- or -- and I certainly would expect that it

16 would have been the case, that when you bring a big

17 block of capacity on, that you're not going to be able

18 to utilize it all at once.

19                So we would -- we would look to utilize

20 the -- or make best -- best use of that capacity and

21 extract the most value out of that capacity as we

22 build.  So that -- now, in -- in the case of -- of some

23 of the sales contracts, we may be advancing the timing

24 around when the Manitoba need would -- would arise, the

25 -- the domestic load would arise. But that's to take
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1 advantage of -- of other attributes of the -- of the

2 export sales for a short period of time.

3                So we get our US customer to build a

4 transmission line that we would never get built without

5 them if we -- if we do it now.  And they're willing to

6 take the power, so they're -- they're -- we feel that

7 we can -- we can lay that power off, shape it, and sell

8 it short term to help advance payment on these things.

9                We also get a transmission line out of

10 the arrangement, which is good for the reliability of

11 our supply and security of the supply in the province.

12 And that is very useful to industrial customers,

13 residential customers, having that in -- in -- to -- to

14 serve through drought and -- and through other

15 emergencies.

16                MR. ANTOINE HACAULT:   With respect to

17 the Preferred Development Plan, I think you'd

18 categorized it in two (2) segments.  And we had in our

19 opening statement, too, the must make decisions

20 Keeyask, and the transmissions lines and Conawapa.

21                Would you agree with me, sir, that

22 Conawapa is being advanced with respect to export

23 sales, and not to meet Manitoba needs?

24                MR. SCOTT THOMSON:   We have an opp --

25 yeah, we have an opportunity to build that and -- and
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1 sell the power as we -- as we grow into the

2 requirement.

3                MR. ANTOINE HACAULT:   And, sir, if we

4 look at the primary focus when we're trying to answer

5 the question:  Does Manitoba need a particular project?

6                Is it ratepayer focussed, or is it

7 focussed on exports which could be achieved such as

8 through Conawapa?

9                MR. SCOTT THOMSON:   I think broadly

10 it's ratepayer focussed because -- and -- and why the

11 plan that we're -- we're advocating is beneficial is it

12 has the lowest long-term rates, and -- and has all the

13 other attributes associated with it.

14                So over the long haul if it's going to

15 be cheaper to go down this path and utilize the

16 resource that we have here in the province, that's --

17 that's a ratepayer benefit.

18                MR. ANTOINE HACAULT:   Okay.  Let me

19 narrow that question a bit more.  When I say,

20 "ratepayer focussed," is it focussed on the needs for

21 power of Manitoba consumers?

22                MR. SCOTT THOMSON:   Yes, ultimately,

23 but if -- I think where you may be -- may be going with

24 this question is:  Should we only look at options that

25 satisfy domestic requirements to the exclusion of
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1 looking at anything else?

2                And -- and I would say, no, not if --

3 not if that prejudices customers by -- by not being the

4 best economic choice for them.

5                MR. ANTOINE HACAULT:   If I could take

6 you to Tab 2.  I'm mindful of the time here.  And

7 that's page 10 of our book of documents.

8                I believe this was taken from your

9 corporate website.  The source is at the bottom.  And

10 this was part of your presentation to a particular

11 group.

12                Do you recall which group, sir?

13                MR. SCOTT THOMSON:   Yeah, I believe

14 that would have been the Chamber speech that I did in

15 2012.

16                MR. ANTOINE HACAULT:   Yes.  And why

17 would you chose revenue sources for a ten (10) year

18 time period and categorize them as you did, sir?

19                MR. SCOTT THOMSON:   I think the point I

20 was trying to make at that point in my presentation was

21 export sales deliver value back to -- to ratepayers in

22 the province.  The -- the -- absent that -- that

23 revenue source, we would have had to recover those

24 costs from domestic customers.  Rates would have been

25 higher.
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1                MR. ANTOINE HACAULT:   Okay.  Sir, would

2 it also follow that there's been mention of a decade of

3 investment at $20 billion that encomp -- that

4 encompasses not only the Preferred Development Plan,

5 but other aspects, that the industrial and commercial

6 group would be carrying from a revenue perspective

7 about 40 percent of that cost?

8                MR. SCOTT THOMSON:   Well, they -- they

9 bore about 40 percent of our revenues over the period.

10 The decade of investment is prospective.

11                MR. ANTOINE HACAULT:   And do you have

12 any reason to base a conclusion that it would be

13 materially different going forward, that there would be

14 substantially less contribution by the commercial and

15 industrial group?

16                MR. SCOTT THOMSON:   One moment.

17

18                       (BRIEF PAUSE)

19

20                MR. SCOTT THOMSON:   My recollection is

21 that I -- I don't think it's going to change

22 dramatically but -- but we can certainly look at -- dig

23 that out.  I just don't have the information in front

24 of me.

25                MR. ANTOINE HACAULT:   Thank you, sir.
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1 And...

2

3                       (BRIEF PAUSE)

4

5                MR. SCOTT THOMSON:   Do you want it as

6 an undertaking?

7                MR. ANTOINE HACAULT:   We'll ask it of

8 the particular people if we need to.  I don't --

9                MR. SCOTT THOMSON:   Thank you.

10                MR. ANTOINE HACAULT:   -- want to waste

11 time on it.  Sorry, sir.  I've got to try and ask

12 general policy questions and limit my specific

13 questions to specific panel members that you'll have.

14                It also follows that of this $20 billion

15 of general investment, Manitoba Hydro is trying to seek

16 a 25 percent equity ratio.

17                Is that correct?

18                MR. SCOTT THOMSON:   That's our -- our

19 long-term target, yes.

20                MR. ANTOINE HACAULT:   Yeah.  So if we

21 take 25 percent -- well, maybe start going backwards.

22 If you got $20 billion of capital investments, and the

23 industrial and commercial group are carrying about 40

24 percent of that, we're in the order of $8 billion of

25 capital investment, which this group is looking to pay
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1 for through the revenue stream.

2                Are you with me, sir?

3                MR. SCOTT THOMSON:   I understand where

4 you're going.   The one (1) -- the one (1) thing that

5 you're -- you're leaving out of the analysis is the

6 cash we generate from -- from operations, which

7 recovery of -- of depreciation; so orders of magnitude

8 over a ten (10) year period.  We'd -- we're currently

9 recovering about 5 billion  dollars in the -- in the

10 order of $5 billion, based on the current depreciation

11 rates.

12                MR. ANTOINE HACAULT:   Okay.  Well, it's

13 a debt that over time, through depreciation --

14 depreciation otherwise, that category, if nothing

15 changes, we'll be asked to carry, correct?

16                MR. SCOTT THOMSON:   Yeah, there's the -

17 - although the -- they -- the revenue contributions

18 from exports we'll -- we'll have to factor into that,

19 and to the extent that -- that the overall mix shifts.

20                MR. ANTOINE HACAULT:   Yes, understood.

21 And if we then go from the $8 billion, as a general

22 number, to a 25 percent equity, the 25 percent equity

23 is something that you'd seek to attain fairly quickly,

24 is it not, sir?

25                MR. SCOTT THOMSON:   Well, we're --
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1 we're there today.  The -- the outlook is that -- that

2 in the early '20s we'll -- we'll -- that -- that the

3 leverage in the -- in the capital structure will go to

4 about 89 to 11 percent equity, and then so will have to

5 come back up from the eleven (11) to the twenty-five

6 (25).  I think our current outlook is by about 20 --

7 about 2035.

8                MR. ANTOINE HACAULT:   So in the next

9 twenty (20) years this group of customers will have to

10 assist the Corporation in putting approximately, if the

11 proportion stands, about $2 billion of equity, to which

12 --

13                MR. SCOTT THOMSON:   No, because you're

14 -- you're assuming that it's about 25 percent of 8

15 billion and we -- we'd never get down to zero.  So it's

16 using that -- that line of thinking, it would be about

17 14 percent of the -- of the net capital investments.

18                So if you'd -- if you want to do it that

19 way, 15 billion net after depreciation would be the

20 borrowing requirements that we'd have to -- to fund

21 that -- the growth, 15 percent of $6 billion.  So it'd

22 be on the order of 900 million.  Subject to -- to

23 running that through a calculator --

24                MR. ANTOINE HACAULT:   But that's --

25 that's the general order.  And those companies and
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1 businesses would have, for your calculations, not too

2 far off, a billion dollars in Manitoba Hydro's coffers,

3 not available for other purposes?

4                MR. SCOTT THOMSON:   Yeah, the -- the

5 cost of power -- that's right, it'll be a cost of it of

6 doing business.

7                MR. ANTOINE HACAULT:   And if those

8 companies have exhausted a particular mine, for

9 example, that's not money that they can say:  Well, now

10 we've spent over the next twenty (20) years, so many

11 millions of dollars to put into Hydro's equity.  Could

12 you please give it back to us because our mine is

13 finished?

14                MR. SCOTT THOMSON:   Sorry, is -- is

15 there a question there?

16                MR. ANTOINE HACAULT:    It's not -- it's

17 not money that they can ask back if they leave Manitoba

18 or -- or a particular project, like a mining project is

19 finished?

20                MR. SCOTT THOMSON:   Well, no, their --

21 their power costs are what -- they will have consumed

22 the -- the resource.

23                MR. ANTOINE HACAULT:   But contrary to

24 other -- say my grandchildren, under your plan, you're

25 hoping that they benefit from it so that at least if I
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1 spend, I can say, Well, hopefully my grandchildren

2 would benefit.

3                But that reasoning does not necessarily

4 apply to a company developing a specific resource?

5                MR. SCOTT THOMSON:   No -- no, I suppose

6 -- suppose that's true if they're just here for a short

7 period of time, then -- but they're -- they're

8 benefiting from the lowest power costs in -- in North

9 America today.  And we fully expect that with, even

10 with the Preferred Development Plan, that we're going

11 to be able to help them retain that -- that cost

12 advantage versus other jurisdictions.

13                MR. ANTOINE HACAULT:   I have a couple

14 more questions and then I'll leave it to the next

15 questioner.  At page 17 of our book of documents, this

16 relates to the -- the news release last week.

17                And in the top paragraph of the news

18 release, it's indicated that there is 308 megawatts of

19 firm power for up to ten (10) years.  Do you see that?

20                That's in the first paragraph?

21                MR. SCOTT THOMSON:   Yes.

22                MR. ANTOINE HACAULT:   Are you able to

23 put on the public record why the qualification, "up to

24 ten (10) years"?

25                Is it ten (10) years, or is it something
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1 less than ten (10) years?

2                MR. SCOTT THOMSON:   It is -- it is ten

3 (10) years, assuming that we have the fourth unit at

4 Conawapa in service by 2026, i.e, if we follow through

5 with the -- the plan as it's currently envisioned.  The

6 -- the end date is fixed, so if we're not in a position

7 to deliver power starting in 2026, that -- the way

8 things are -- are structured in the arrangement, that

9 would -- it still terminates in -- in 2036.

10                MR. ANTOINE HACAULT:   Thank you, sir.

11 Further down in this press release, they're indicating

12 or attributing some words to you.  There's a quote.  It

13 starts in quotation marks:

14                   "Expert opportunities are fundamental

15                   to our Preferred Development Plan

16                   [period].  The agreement we are

17                   announcing today validates our plan

18                   and means all Manitobans will

19                   continue to benefit from exports

20                   through enhanced reliability and

21                   lower rates."

22                My question to you, sir -- and this is

23 getting back to whether the focus is on the needs of

24 energy for Manitobans or an opportunity-focussed

25 analysis.  I can think of a lot of different ways the
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1 first sentence might have been phrased.

2                Am I understanding correctly that the

3 focus is opportunities based when you're talking about

4 this new deal which would allow for Conawapa to

5 proceed?

6                MR. SCOTT THOMSON:   Well, the sales

7 opportunity is based on proceeding with Conawapa.  The

8 -- the Preferred Development Plan doesn't happen

9 without exports, but the Preferred Development is all -

10 - all -- any development plan scenario is there to meet

11 the needs of -- of Manitobans.

12                So again, I -- I had said before,

13 they're not mutually exclusive.  The -- the -- we're --

14 we're not -- we didn't pursue a plan so that we would

15 have opportunities.  Opportunities exist that we can

16 exploit that -- that make sense to exploit in order to

17 meet the needs of Manitobans.

18                MR. ANTOINE HACAULT:   But I think we've

19 agreed that the plans are being advanced because of

20 these export opportunities?

21                MR. SCOTT THOMSON:   That is -- yeah,

22 that's true.

23                MR. ANTOINE HACAULT:   The last series

24 of questions are a couple with respect to the document

25 found at Tab 5.  It's the Manitoba Clean Energy
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1 Strategy.  At page 20, sir, the -- there's a message

2 from the Minister, and my question is with respect to

3 one (1) or two (2) sentences, whether this aligns with

4 the vision of Manitoba Hydro or whether Manitoba Hydro

5 has a different vision.

6                In the first full paragraph under the

7 picture, it starts, "Not only does energy play a

8 critical role," and it continues.  And it says:

9                   "Plans for new hydraulic generation

10                   and transmission require a bold

11                   capital program of $20 billion over

12                   the next decade."

13                Is Manitoba Hydro ad idem with the

14 message of the Minister thus far?

15                MR. SCOTT THOMSON:   Yes.

16                MR. ANTOINE HACAULT:   Okay.  And two

17 (2) paragraphs down, the sentence starts, "Our strategy

18 focusses on building new-generation hydro."  Is that

19 consistent with Manitoba Hydro's vision as a primary

20 focus?

21                MR. SCOTT THOMSON:   Yes, it is, in --

22 because we think that that -- that's the best way to

23 make -- meet the needs of our customers.

24                MR. ANTOINE HACAULT:   Okay.  And

25 flipping on to the next page, at the top, there's a
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1 highlight of Manitoba's Clean Energy priority actions,

2 including -- and there's a number of different priority

3 actions, but the first one listed is building new

4 hydro.

5                Does that figure as a priority for

6 Manitoba Hydro and its vision?

7                MR. SCOTT THOMSON:   Yes; yes, it does.

8                MR. ANTOINE HACAULT:   Okay.  And

9 flipping to page 23, so the next page, on the right-

10 hand side, there's a bullet the second paragraph down

11 indicating:

12                   "Maximize the economic benefits from

13                   [full colon]:  Constructing and

14                   operating energy generation

15                   facilities."

16                My --

17                MR. SCOTT THOMSON:   Sorry, which bullet

18 are you referring to?

19                MR. ANTOINE HACAULT:   On the right-hand

20 side.

21                MR. SCOTT THOMSON:   Under, "Keeping

22 rates low"?

23                MR. ANTOINE HACAULT:   We are maybe

24 under --

25                MR. SCOTT THOMSON:   Those two (2)
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1 columns there?

2                MR. ANTOINE HACAULT:   -- a different

3 page.  If you look on your screen in front of you, sir,

4 page 23.

5                MR. SCOTT THOMSON:   Sorry.  Okay.

6                MR. ANTOINE HACAULT:   And the person

7 has highlighted it for your convenience.  Again,

8 keeping in mind the questions that I asked, is it Hydro

9 focussing on a needs -- that means pure needs as far as

10 demand load -- or is it focussing on opportunities?

11                There's the statement:

12                   "Maximize economic benefits from

13                   constructing and operating energy

14                   generation facilities."

15                Is that a primary focus for Manitoba

16 Hydro to maximize economic benefits from constructing

17 and operating energy generation facilities, sir?

18                MR. SCOTT THOMSON:   It -- it is one (1)

19 of our -- our overall corporate objectives to -- to

20 continue -- contribute to the development of the

21 economy of the province, and that's part of our -- our

22 strategic plan as well, so it is one (1) of our

23 corporate purposes.

24                MR. ANTOINE HACAULT:   If I had to

25 explain to somebody on the street, What are Manitoba
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1 Hydro's three (3) priority criteria, what would they be

2 in, and in what order would they be?

3                MR. SCOTT THOMSON:   Well, I can take

4 you back to my opening remarks.  At least I think I --

5                MR. ANTOINE HACAULT:   Were they set out

6 in a priority?

7                MR. SCOTT THOMSON:   Yes.  And -- and I

8 -- I referenced them to our corporate mandate, first

9 being to provide for the continuance of the supply of

10 power adequate for the needs of the province, first and

11 foremost.

12                MR. ANTOINE HACAULT:   Okay.  So let's

13 stop there.  So the first visioning criteria of this

14 Corporation that you run is to determine whether or not

15 the Manitobans need this from a supply and demand

16 perspective domestically, correct?

17                MR. SCOTT THOMSON:   Yes.

18                MR. ANTOINE HACAULT:   And that is the

19 first in the order of priority?

20                MR. SCOTT THOMSON:   They're all --

21 they're all important, but -- but, yes, meeting the --

22 the needs of the province.

23                MR. ANTOINE HACAULT:   Well, I'd like to

24 pin you down to one (1), two (2), three (3), if I

25 could.
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1                MR. SCOTT THOMSON:   Yeah.

2                MR. ANTOINE HACAULT:   If you can't give

3 me the order of three (3) in specific order, can you at

4 least give me which three (3) are the most important?

5                MR. SCOTT THOMSON:   Well, I -- I did.

6 I thought I did.  Meeting the supply needs, engaging

7 and promoting an economy and efficiency in the

8 development of our system, and -- and the third is --

9 is marketing power to outside persons on -- on terms

10 and conditions acceptable to the Board.

11                The legislation doesn't set a priority

12 around those things, so I believe that the approach

13 that we've taken to developing our Preferred Plan is --

14 is -- considers all of those things and -- and looks at

15 that.

16                Will we -- will we restrict our -- our

17 view on what's the absolute bare minimum that we need

18 to do in order to ensure that the lights stay on five

19 (5) years from now, ten (10) years and -- from now, and

20 ignore other things that contribute value for the

21 benefit our -- of our customers?  No, we won't, and --

22 and I think we'd be remiss if we -- if we did that.

23                MR. ANTOINE HACAULT:   So taking you

24 back to the statement I just referred you to, sir:

25                   "Maximize the economic benefits from
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1                   constructing and operating energy

2                   generation facilities."

3                That doesn't figure in the top three (3)

4 priorities, sir?

5                MR. SCOTT THOMSON:   Well, not as that's

6 framed.  I mean, that's one (1) part of the

7 provincial's energy strategy.

8                MR. ANTOINE HACAULT:   And is it fair to

9 say in the top three (3) priorities that it is not also

10 a top three (3) priority to generate cash for the

11 province through water rentals and other benefits?

12                MR. SCOTT THOMSON:   We don't have a

13 whole lot of choice around that one.  That's

14 legislated, so we -- that's -- that's a cost of us

15 doing business that we don't control, and that, you

16 know, it's up to the province to -- to administer that.

17                MR. ANTOINE HACAULT:   So, sir, one (1)

18 of the criteria in the terms of reference was to assess

19 the alignment of the plan with respect to the Green

20 Energy Strategy, I believe.  I don't have it in front

21 of me right now.  It was part of the terms of reference

22 in the book of documents by counsel at page 4 of his

23 book -- book of documents.  It was at the bottom of the

24 page.

25                MR. SCOTT THOMSON:   M-hm.
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1                MR. ANTOINE HACAULT:   Item 2(b).  Has

2 Hydro...

3                MR. SCOTT THOMSON:   Sorry, we're on the

4 wrong page.

5                MR. ANTOINE HACAULT:   Have you loci --

6 located it now, sir?  It's page 4 of the book of

7 documents.  It's --

8                MR. SCOTT THOMSON:   Yes.

9                MR. ANTOINE HACAULT:   -- at Tab 1.  And

10 in the term of reference, it's para -- on the -- page

11 number 4 of the book of documents, there's paragraph 2,

12 'B' as in Bob, and the first line says:

13                   "The alignment of the plan and

14                   alternatives to Manitoba's Clean

15                   Energy Strategy."

16                Do you see that?

17                MR. SCOTT THOMSON:   Yes, I do.

18                MR. ANTOINE HACAULT:   And I was asking

19 various priority questions.  Sir, how does Manitoba

20 Hydro decide whether or not its plan has aligned with

21 that strategy?

22                MR. SCOTT THOMSON:   Well, looking at it

23 in -- in the fullness of the plan that we put forward,

24 we look at whether it's consistent or inconsistent, and

25 I believe that -- I -- I believe that it -- it is, but
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1 that'll be a matter for the panel to determine whether

2 -- whether you feel it's -- it's consistent with --

3 with the Clean Energy Strategy.

4                MR. ANTOINE HACAULT:   See, the reason I

5 was bringing you to certain extracts of this strategy

6 is that the strategy seems to be pretty clear, and

7 maybe -- this is the Catholic part in me, Thou shall

8 built.  That's part of my strategy.

9                So any strategy different than building

10 as set out in this plan wouldn't be consistent with

11 that strategy, so what are we here for?

12                MR. SCOTT THOMSON:   Well, I -- I don't

13 think -- I think that's -- that's probably overstating

14 things.  Another thing that the energy strategy says is

15 that -- that the -- the province is pursuing a -- a

16 carbon-free economy, but there's -- there's natural gas

17 used in the province.  There's petroleum products used

18 in the province.  We're shifting away from coal.

19                So it's -- it's -- again, I don't think

20 that -- that the -- the strategy overrides what we're

21 doing here today.  It's not -- it's -- it's on balance.

22 You know, does what we're doing make sense in the

23 context of the province's energy strategy?  But I can

24 tell you here today we haven't been directed by the

25 province to -- to build these -- these projects.
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1                MR. ANTOINE HACAULT:   Thank you, sir,

2 for being very helpful, and doing your best to answer

3 my questions.

4                MR. SCOTT THOMSON:   Thank you.

5                THE CHAIRPERSON:   I think that we

6 should take a -- a short break, if you don't mind.  I

7 know we're going over schedule but I hope you're still

8 available, Mr. Thomson.  I think that we'll take

9 advantage of your presence to ask some more questions.

10 So let's take a ten (10) minute break.  We'll resume at

11 3:30.

12

13 --- Upon recessing at 3:20 p.m.

14 --- Upon resuming at 3:33 p.m.

15

16                THE CHAIRPERSON:   I believe we're ready

17 to resume the proceedings, so unless we have any

18 instructions from -- from counsel, I'll turn it over to

19 Mr. Gange.

20

21 CROSS-EXAMINATION BY MR. WILLIAM GANGE:

22                MR. WILLIAM GANGE:   Thank you, Mr.

23 Chair.  Mr. Thomson, I'm back here.  Just -- you could

24 look right through Ms. Menzies, and she -- she's

25 probably -- well, I won't go there.
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1                To the -- Keeyask is -- is 695

2 megawatts, sir?

3                MR. SCOTT THOMSON:   That's correct.

4                MR. WILLIAM GANGE:   And in the

5 Preferred Development Plan, there's a listing -- and --

6 and I think that Mr. Hacault went through some of them,

7 the -- the -- included in the Preferred Development

8 Plan is the Minnesota Power sale of 250 megawatts, the

9 Wisconsin Public Service of 300 megawatts, and the

10 Northern States Power of 125 megawatts.

11                Doesn't that take up all of the capacity

12 of Keeyask?

13

14                       (BRIEF PAUSE)

15

16                MR. SCOTT THOMSON:   Some of the -- the

17 NSP sale is being served today.  But as I had -- had

18 referred to with -- with -- we're -- we're largely

19 there in terms of -- of having committed sales to -- to

20 utilize Keeyask, assuming it's built.

21                MR. WILLIAM GANGE:   So -- so the -- and

22 the -- and -- and the evidence that you've given is

23 that somewhere between 2020 and 2022 you expect the

24 Manitoba growth to -- to outstrip the -- the present

25 capacity of the system.
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1                Is that correct, sir?

2                MR. SCOTT THOMSON:   I believe that --

3 that what we've indicated is bu -- we expect to need a

4 new resource by 2023.

5                MR. WILLIAM GANGE:   Okay.  Then the

6 recent power -- or the -- the mem -- memorandums of

7 understanding with SaskPower and Great River Energy of

8 1,100 megawatts, they can't -- I mean, this just makes

9 mathematical sense -- they can't be serviced under

10 Keeyask?

11                MR. SCOTT THOMSON:   That's correct.

12                MR. WILLIAM GANGE:   And -- and is there

13 any change in terms of Manitoba Hydro's outlook to the

14 domestic load forecast that would allow all of these

15 sales to take place, or is it -- or -- or are you not

16 counting on a slowdown in the Manitoba capacity?

17                MR. SCOTT THOMSON:   Well, our -- our

18 load forecast is -- is continually updated, and -- and

19 certainly we'll speak to that starting tomorrow.  When

20 we -- when we enter into memorandums of understanding

21 it's to pursue discussions around sales.

22                If -- if we are successful in

23 converting, for instance, the full amount of GRE, the

24 600 megawatts, that would preclude us completing five

25 hundred (500) for -- for SaskPower.  Similarly, when we
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1 -- the recently announced sale with -- with Wisconsin

2 Public Services for -- for the 308 megawatts in the --

3 in the period beyond 2026, now the original term sheet

4 was for up to five hundred (500).  We -- we may not get

5 six hundred (600) with GRE.  We -- we may not get five

6 hundred (500) with Saskatchewan, but we may get half of

7 both or some other -- other percentage.

8                And we are -- as I've mentioned, we're -

9 - we're in discussions with a couple of other US

10 utilities that we could serve from Conawapa.  So I want

11 a hopper as -- as broad as I can with sales prospects

12 that will pursue, but once it's sold it's sold.

13                And -- and it's -- I think, in part, one

14 (1) of the reasons why we're -- we're getting some

15 enthusiastic responses from some of these other

16 utilities that are now -- you know, now that we've

17 announced some MOUs, we're broadening and diversifying

18 our customer base.  And some of our traditional

19 customers want to ensure that they can continue to do

20 business with us.

21                So, you know, I -- I think it's a

22 positive thing that we've got -- that we're entering

23 into discussions with people, with -- with -- I -- I'd

24 rather have more sales opportunities than sales

25 capacity, because then I don't have to convert
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1 everything.  And, in fact, it -- it helps us to avoid a

2 scenario like we experienced back when -- when we lost

3 the Ontario Power sale and - and Conawapa was -- was

4 shelved.  This isn't the first time around for this

5 project.

6                So having three (3) or four (4) sizeable

7 sales prospects on the go at one (1) time is a good

8 thing.

9                MR. WILLIAM GANGE:   I -- I believe that

10 -- the evidence that the Green Action Centre intends to

11 introduce, both through Mr. Chernick, dealing with fuel

12 switching, and then in conjunction with the Consumers'

13 Association, through Mr. Dunsky, is going to suggest

14 that with an aggressive DSM program and the fut -- and

15 taking into account fuel switching, that the demand --

16 the domestic demand curve may well flatten out to such

17 an extent that -- that the -- that the -- the time-line

18 that you've suggested of 2023 may not be necessary in

19 terms of using up or exceeding the -- the Manitoba

20 capacity.

21                So -- and -- and I don't want to get

22 into a debate about that.  I'm just saying that that's

23 the evidence that we expect to bring.  And -- and

24 obviously it's then going to be up to the Board to

25 listen to that and accept it or reject it, whatever.
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1                But if it were to be that the -- that

2 the Manitoba domestic demand did not require a Keeyask

3 or a Conawapa, in your calculations, sir, has -- has

4 Manitoba Hydro determined whether or not they could

5 turn a profit if these two (2) dams are built solely to

6 supply export contracts like the ones that have been

7 listed?

8                MR. SCOTT THOMSON:   Well, I -- I -- I'm

9 -- I'm pausing.  The -- we -- we don't anticipate --

10 and you're right.  I mean, I guess we'll -- we'll have

11 a -- a lengthy discussion in terms of -- of where we

12 think that the load forecasts are going and -- and the

13 ability that we have to -- to utilize DSM.  And I -- we

14 -- we'll have to talk in camera about the details of

15 the export contracts.

16                But if -- if we -- if we built the --

17 the -- if we built the projects and never needed them

18 domestically and we were selling power under those

19 contracts at the -- at the prices that we've -- we've

20 done in the early stages, and that lasted over the life

21 of the project, I think they'd be wildly successful and

22 profitable.

23

24                       (BRIEF PAUSE)

25
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1                MR. WILLIAM GANGE:   Thank you, Mr.

2 Thomson.  Those are my questions on behalf of Green

3 Action.

4                MR. SCOTT THOMSON:   Thank you.

5                THE CHAIRPERSON:   Before we move on to

6 the next one, I just wanted to explore a statement you

7 made to Me. Hacault, specifically addressing the issue

8 of competitiveness of Manitoba rates in a context where

9 the Preferred Development Plan goes ahead as -- as

10 submitted:  3.95 percent increases per year for

11 eighteen (18) to twenty (20) years, which -- which

12 would mean a double of -- of rates, essentially, over

13 that time frame.

14                Now, I guess the question I have is:

15 You're in a competitive energy market.  You indicated

16 that, despite those increases, we'd still be

17 competitive.  And I -- I -- I'm having trouble

18 reconciling that with the fact that, you know, rates in

19 the US are relatively flat -- rates to consumers in the

20 US are relatively flat in -- in some jurisdictions, not

21 all jurisdictions.  And I guess -- are you confident

22 that, in the face of these significant rate increases,

23 that we would still be a competitive option for a -- a

24 business or industrial manufacturer wanting to sell in

25 Manitoba?
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1                MR. SCOTT THOMSON:   Yeah.  Based on --

2 if -- if our -- if our rates were to double over twenty

3 (20) years, they -- they'd be approaching what people

4 in southern Ontario pay today.  And -- and their rates

5 aren't staying flat for twenty (20) years.

6                Saskatchewan, they're about 50 percent

7 higher than our rates are today, and they have plans to

8 invest $15 billion over the next ten (10) years in

9 their thermal generating stations.  Their rates are

10 going up.

11                BC, over the next three (3) years are

12 raising their rates 9 -- 9 percent, 6 percent, and 3

13 percent.  Saskatchewan's going up 16 percent over the

14 next three (3) years.  Quebec just announced -- I

15 believe it's a 5.6 percent rate increase request.

16                We don't -- we're -- we're all facing

17 pressures.  The markets that we sell into in -- in

18 Minnesota and Wisconsin, their residential domestic

19 rates are on the order of twelve (12) cents a kilowatt

20 hour US.

21                So I -- I believe that -- that, in the

22 fullness of time, they are.  I know that -- that BC's

23 got huge expenditures.  They're making over $2 billion

24 a year in investments in -- in their infrastructure.

25 That's hydro.
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1                That's the -- you know, Hydro and Quebec

2 -- or BC and Quebec are the -- the most comparable to -

3 - to Manitoba in terms of -- of infrastructure and --

4 and rate structure, so it would be my expectations as -

5 - as US utilities retire coal and have to build new --

6 assuming they build thermal generating stations and

7 wind, which they'll need to do both, they'll -- they'll

8 need to firm the wind.  They -- they're going to have

9 to make major investments, too.

10                So I think our rates -- I think we can

11 keep our rates competitive.  Certainly in -- in the --

12 the near term what we're seeing in -- in our

13 neighbouring jurisdictions, the -- the announced rate

14 increases are higher than -- than we're contemplating

15 doing.

16                THE CHAIRPERSON:   In -- in the most

17 recent rate application, we heard from members of MIPUG

18 who appeared before us to indicate that they were

19 concerned about the direction of rates, specifically

20 citing Louisiana as a jurisdiction where they could get

21 lower rates than are currently available in Manitoba.

22                I'm raising that issue because I -- I

23 mean, I -- I understand your comparisons to Canadian

24 jurisdictions.  You know, I understand that our

25 neighbours, and so on, are -- are a good relative
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1 comparison, but I guess the -- the issue that was

2 raised for us as a panel was the fact that these

3 companies see the -- the North American market as their

4 market, and they can move tomorrow to -- some of them

5 can move tomorrow to go to another jurisdiction to take

6 advantage of lower rates.

7                And I guess the question is:  Are you

8 still confident despite the fact that some of these

9 companies are fairly -- fairly mobile, that they

10 wouldn't, you know, in the face of these increases

11 wouldn't be considering going to another jurisdiction

12 where they can enjoy lower rates?

13

14                       (BRIEF PAUSE)

15

16                MR. SCOTT THOMSON:   Mr. Chair, the --

17 obviously, we'll -- we -- we'd be concerned about

18 losing our customer base in -- in the event that

19 someone chose to relocate outside the province, but the

20 -- there are -- there are -- particularly in the United

21 States, there are some jurisdictions that will induce -

22 - they -- they'll cut special deals to induce a

23 customer for economic development purposes, and -- and

24 we are not in that game, or haven't been up until now.

25 That -- that, I suspect, would have to be something
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1 that would be a government policy thing that -- that

2 might evolve over time.

3                I'm -- I'm not sure that -- that -- you

4 know, if -- if someone wants to give it away below

5 cost, we're -- I'm not going to advocate that we do --

6 do that.  So that's -- that's picking winners and

7 losers, and that's giving preferential treatment to --

8 to a certain group to induce them into -- and I -- as I

9 understand it that Louisiana situation was -- was a

10 special rate that wasn't available to everybody.

11                THE CHAIRPERSON:   Thank you.  I would

12 turn the microphone over to Ms. Saunders on behalf of

13 the Manitoba Metis Federation.

14

15 CROSS-EXAMINATION BY MS. JESSICA SAUNDERS:

16                MS. JESSICA SAUNDERS:   Thank you.  I do

17 not intend to get into too many of the details

18 regarding technical matters, and I believe that a lot

19 of my questions will endeavour to stay in line with the

20 more higher-level policy comments that you made in your

21 opening remarks.

22                So, Mr. Thomson, your counsel Ms. Ramage

23 spoke of Hydro's view of the analysis being broken down

24 into Stage 1, relevant to decisions needing to be made

25 immediately, and Stage 2 on decisions of a later date
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1 supplementing options.  And you referred to these

2 stages in your open -- in your opening remarks.

3                So Hydro's ability to come to this Stage

4 1 and Stage 2 approach to the analysis is the result of

5 Hydro's strategic or high level planning.

6                Would you agree?

7                MR. SCOTT THOMSON:   Yes, in the

8 detailed analysis that we've done on -- on the economic

9 evaluations.

10                MS. JESSICA SAUNDERS:   Okay.  Mr.

11 Peters went over this with you in your -- in his cross-

12 examination, and I would note from your CV, as it's

13 been provided by your counsel, it's been included...

14

15                       (BRIEF PAUSE)

16

17                MS. JESSICA SAUNDERS:   I included, as

18 well, in our Tab 1 of our materials your CV.  And as I

19 said, Mr. Peters went over this, that prior to becoming

20 the president and CEO of Hydro in 2012, you were the

21 Executive Vice-President of Finance, Regulatory Affairs

22 & Energy Supply and the Chief Financial Officer,

23 FortisBC Holdings, from 2010 to 2011, and that prior to

24 that you were Vice-President, Regulatory Affairs and

25 Chief Financial Officer of Terasen Gas Inc. from 2007
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1 to 2010, correct?

2                MR. SCOTT THOMSON:   Correct.

3                MS. JESSICA SAUNDERS:   In your previous

4 role as -- in your previous role, any of your previous

5 roles that I've -- I've just mentioned, or any that,

6 for that matter, happen to be in your CV, did you have

7 any experience in working with Aboriginal peoples?  And

8 to clarify, what I mean particularly by 'Aboriginal', I

9 mean that being First Nation, Metis, or Inuit peoples.

10                MR. SCOTT THOMSON:   Yes, I did.

11                MS. JESSICA SAUNDERS:   Okay.  Would you

12 care to elaborate on some of the work that you've done

13 previously in that regard?

14                MR. SCOTT THOMSON:   Well, the most --

15 the most recent thing that I was doing prior to -- to

16 joining Hydro, Fortis had developed an LNG storage

17 project on Vancouver Island, and there were two (2) --

18 two (2) bands in the vicinity of the project that we

19 entered into a limited partnership arrangement with to

20 own the -- the facility.  So it was a one and a half (1

21 1/2) bcf LNG storage tank.  And so I was -- I was

22 involved in all the negotiations with the bands,

23 putting the arrangement together and -- and bringing it

24 to -- to a conclusion.

25                MS. JESSICA SAUNDERS:   Okay.  So you
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1 referenced these projects as being about a storage

2 tank.  And so is it fair to say that you had some

3 experience in your previous role, but in reference to

4 projects like Wuskwatim, Keeyask, and Conawapa, you

5 have certainly gained a lot of experience in your role

6 as President and CEO of Manitoba Hydro with large

7 projects that involve Aboriginal people, such as First

8 Nations?

9                MR. SCOTT THOMSON:   That's -- that's

10 very true.

11                MS. JESSICA SAUNDERS:   The plan under

12 review in this NFAT involves three (3) new major

13 project components with associated facilities: Keeyask,

14 Conawapa, and the Manitoba-Minnesota transmission line.

15 And the terms of reference at Tab 4, page 26, near the

16 bottom, the very bottom there, lead -- indicates:

17                   "Aboriginal consultation is conducted

18                   as a separate Crown-Aboriginal

19                   consultation process."

20                And that appears next to the out-of-

21 scope item that says, "Aboriginal consultation pursuant

22 to section 35 is out of scope."  And I just want to

23 confirm that -- that that is your understanding,

24 correct?

25                I can rephrase that.  I apologize.  That
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1 in the terms of reference in the out-of-scope matter

2 section, in brackets it indicates:

3                   "Aboriginal consultation is conducted

4                   as a separate Crown-Aboriginal

5                   consultation process."

6                And I just want to confirm, is that your

7 understanding as well, sir?

8                MR. SCOTT THOMSON:   Yes, it is.

9                MS. JESSICA SAUNDERS:   Thank you.  So

10 in your opening remarks you spoke of demand-side

11 management, wind generation, and natural gas generation

12 as alternatives, and particularly natural gas, as the

13 underlying base case comparing all inter --

14 alternatives to, correct?

15                MR. SCOTT THOMSON:   Yes.

16                MS. JESSICA SAUNDERS:   It may go

17 without saying, but as a result of Hydro's screening of

18 these alternatives, the preferred plan in this review

19 has, of course, taken the front seat with other aspects

20 being considered as alternatives, correct?

21                MR. SCOTT THOMSON:   Well, the preferred

22 plan emerged as the one (1) having the most benefit of

23 the fifteen (15) that we looked at.

24                MS. JESSICA SAUNDERS:   Okay.  And to

25 confirm, that goes to the strategic planning on the
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1 part of Hydro, correct?

2                MR. SCOTT THOMSON:   Well, we -- we've

3 evaluated all the plans that -- that we could come up

4 with that -- that would serve the needs of -- of the

5 province, so it's part of the strategy.  It's a chicken

6 and an egg thing.  But that helps to -- to dri --

7 confirm and validate the -- the plan.

8                MS. JESSICA SAUNDERS:   Okay.  And going

9 back to your opening statement, you underscore that the

10 plan is not without flexibility, that there are

11 decisions that need to be made shortly, but Manitoba

12 Hydro maintains that there is flexibility and future

13 resources is part of the past.

14                So is it your view that regardless of

15 the, perhaps, sec -- analysis that -- that Hydro

16 completed as part of my questions to you regarding the

17 -- the planning involved, and so that in part of

18 identifying the plan as the preferred plan, that there

19 is still some flexibility in certain decisions with

20 respect to this plan.

21                Is that fair to say?

22                MR. SCOTT THOMSON:   Yes, there's --

23 there -- over the course of time, we'll -- we'll

24 evaluate.  And -- and some of the things, as I'd

25 mentioned, are out of our control.  If -- if there
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1 isn't approval to build, for instance, a 750 megawatt

2 transfer transmission line in the United States, well,

3 it's going to take us down a -- a different pathway.

4                Similarly, if -- if some of the -- the

5 economic considerations don't pan out, then, as I'd

6 mentioned, we may -- we may want to delay Conawapa, or

7 it -- it may -- may push it off the table and we'd be

8 looking at -- at some other resources at that time.

9                MS. JESSICA SAUNDERS:   Thank you.  And

10 that relates to I believe where I wanted to go next.  I

11 would refer to you -- to you Tab 5, starting at page

12 32.  This is your presentation to the Second Session,

13 40th Legislature, of the Legislative Assembly of

14 Manitoba Standing Committee on Crown Corporations,

15 dated October 2nd, 2013.

16                And on page 42, you are asked -- and I

17 can tell you -- it starts at:

18                   "How is the low price of natural gas

19                   in the US affecting Manitoba?"

20                It's in the second column --

21                MR. SCOTT THOMSON:   Yeah.

22                MS. JESSICA SAUNDERS:   -- below the

23 screen.  You might have to move down the screen.  So

24 right -- right there, the second last paragraph, you're

25 asked:
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1                   "How is the low price of natural gas

2                   in the US affecting Manitoba Hydro's

3                   plans for the future?"

4                And in the next paragraph, you

5 indicated:

6                   "It hasn't changed our basic

7                   assessment that harnessing the hydro

8                   potential on the Nelson River at this

9                   point were the two (2) projects we're

10                   planning.  The economics still favour

11                   that."

12                Do you confirm your comments there?

13                MR. SCOTT THOMSON:   Yes.

14                MS. JESSICA SAUNDERS:   Okay.  And then

15 turning to the next page, 43, the third paragraph, you

16 say:

17                   "If gas prices stay at three dollars

18                   ($3) five (5) years from now, and the

19                   outlook is a lot lower, that's

20                   probably going to impact on the

21                   decision whether to proceed with

22                   Conawapa at that time, defer the

23                   project, or shelve it indefinitely.

24                   So -- but today, that's the lens

25                   we're looking through.  It's still
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1                   the two (2) hydro projects appear to

2                   be the best ones."

3                You confirm your comments there?

4                MR. SCOTT THOMSON:   Yes.

5                MS. JESSICA SAUNDERS:   Okay.

6                MR. SCOTT THOMSON:   I can confirm all

7 my comments in the document I was --

8                MS. JESSICA SAUNDERS:   I do apologize.

9                MR. SCOTT THOMSON:   -- I was testifying

10 there to.

11                MS. JESSICA SAUNDERS:   Yeah.  So I know

12 while these matters are likely to be discussed in -- in

13 panels later on, I just wanted your views, given these

14 comments.

15                How long (sic) would you say does the

16 gas pricing and related export power pricing relative

17 to the cost of new generation have to go before

18 Manitoba Hydro would defer or cancel Keeyask and/or

19 Conawapa?

20                MR. SCOTT THOMSON:   I -- I'm sorry.

21 You're going to have to repeat that.

22                MS. JESSICA SAUNDERS:   Okay.  So how

23 low would you say --

24                MR. SCOTT THOMSON:   Oh, how low.  I

25 thought you said "how long".
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1                       (BRIEF PAUSE)

2

3                MS. JESSICA SAUNDERS:   Well, how low

4 and I believe how long are -- are both tied in the

5 question.  And I can repeat.

6                But how low would you say does the gas

7 pricing related to export power pricing relative to the

8 cost of new generation have to go before Manitoba Hydro

9 would defer or cancel Keeyask and/or Conawapa?

10                MR. SCOTT THOMSON:   As we sit here

11 today, we're -- the pricing that -- that's in place

12 today and the outlook that's there is supportive of

13 Keeyask.  I can't give you an exact answer on Conawapa.

14 We -- we anticipate an escalation in the natural gas

15 prices in -- in the -- in the next three (3) or four

16 (4) years and beyond.

17                So I -- I'd prefer to defer the -- the

18 detail on that one to the next panel.

19                MS. JESSICA SAUNDERS:   Thank you.  And

20 so moving on to the next area, we heard Hydro identify

21 in its opening remarks again the Stage 1 and Stage 2 on

22 decisions at a later date and supplementing options.

23 I'm wanting to explore with you more some of your

24 comments and -- on what has needed to occur in coming

25 to the decisions stages, the decisions that led
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1 Manitoba Hydro to this point in time when other

2 decisions are needing to occur in short order.

3                And in his examination of you, Mr.

4 Peters asked you about the costs that have already been

5 associated with Keeyask.  You confirmed to him that the

6 cost of Keeyask would be 1 billion in June 2014.

7                Are you able to confirm the amount to

8 these projects -- the amount of these project costs

9 spent with respect to First Nations involvement in the

10 project?

11                MR. SCOTT THOMSON:   In aggregate, yes,

12 and we can get that information.  I don't have -- have

13 it in front of me.

14                MS. JESSICA SAUNDERS:   Okay.  Yeah.

15 Yes, would -- would we be able to confirm the

16 undertaking?

17                MS. PATTI RAMAGE:   That can be done by

18 undertaking, or it can be done by the panel with the

19 detailed information.  It's...

20                THE CHAIRPERSON:   Let's do it as an

21 undertaking.

22                MS. JESSICA SAUNDERS:   An undertaking

23 as to in -- in Mr. Peters's earlier testimony he was

24 asking the project cost spent with respect to Keeyask,

25 and that it would be around 1 billion in June 2014.
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1 And my question was wanting to confirm the amount of

2 these project costs spent with respect to First Nations

3 involvement in the project.

4

5 --- UNDERTAKING NO. 5:     Manitoba Hydro to confirm

6                             the amount of project costs

7                             spent with respect to First

8                             Nations involvement in the

9                             project

10

11 CONTINUED BY MS. JESSICA SAUNDERS:

12                MS. JESSICA SAUNDERS:   I guess my -- my

13 second question would be then:  Are you able to confirm

14 the amount of these project costs in Metis involvement

15 in the project?

16

17                       (BRIEF PAUSE)

18

19                MS. PATTI RAMAGE:   Mr. Chairman, that

20 undertaking we'll have to accept subject to check,

21 because I'm not sure if we break it out that way or

22 not.

23                MS. JESSICA SAUNDERS:   Those comments

24 are fair.  And so in your undertaking the fir -- the

25 undertaking regarding the First Nations involvement,
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1 would it then be possible when you're preparing that

2 information to indicate clearly what costs go towards

3 First Nation?

4                I -- I am aware that there may be some

5 references to Aboriginal, but just if you're mindful in

6 your cost projections which costs apply particularly to

7 Metis, if you could indicate that, as well, in your

8 undertaking.

9                Is that possible?

10

11                       (BRIEF PAUSE)

12

13                MS. PATTI RAMAGE:   Ms. Saunders, I'm

14 not entirely clear on what the second part was.  But to

15 be clear on what I think we have undertaken to provide

16 is how much the project costs have been -- have been

17 spent regarding First Nation involvement, with a

18 tentative undertaking is:  Can we split out how much of

19 the project cost has been spent regarding Metis

20 involvement?  And it is tentative because my

21 understanding is that we categorized those costs as

22 'Aboriginal', and the -- I am not sure that they are --

23 are -- can be further broken down.

24                Does that cover what you were looking

25 for?  So if we can break it down further, we will, but
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1 that's the tentative part.

2                MS. JESSICA SAUNDERS:   Yes, we would

3 agree to that.  Thank you.

4

5 --- UNDERTAKING NO. 6:     Manitoba Hydro to split out

6                             how much of the project

7                             cost has been spent

8                             regarding Metis involvement

9

10 CONTINUED BY MS. JESSICA SAUNDERS:

11                MS. JESSICA SAUNDERS:   And, now, this

12 relates to the narrative we spoke of -- of earlier,

13 both in -- in your comments, sir, regarding the various

14 decisions that have --have been made in order to allow

15 for these plans to be presented here today.

16                One of the projects being reviewed in

17 the NFAT is Keeyask.  And in your opening comments you

18 spoke of how Hydro is a partner along with First Nation

19 partners.

20                You were referring to the Keeyask Hydro

21 Power Limited Partnership in this project, correct?

22                MR. SCOTT THOMSON:   That's correct.

23                MS. JESSICA SAUNDERS:   And in your

24 opening comments, you explained that Hydro's plans for

25 development are not without controversy or challenges.
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1 I want to refer to your speech to the Winnipeg Chamber

2 of Commerce on September 19th, 2012.  It's at Tab 2

3 starting on page 5.

4                And on -- if we move forth -- further to

5 page 6 you indicate -- further down.  Right there:

6                   "There is no one-size-fits-all

7                   template for our future developments.

8                   They are not without challenges or

9                   controversy, and without doubt

10                   require major commitment of time and

11                   resources from Manitoba Hydro and key

12                   stakeholder groups, including

13                   Aboriginal communities and resource

14                   users."

15                So you discuss a no-size-fits-all

16 template for future developments.

17                Can you explain more what you mean by

18 that?

19                MR. SCOTT THOMSON:   Yeah.  What I was -

20 - what I was referring to, I believe, was we entered

21 into an arrangement with Nisichawayasihk Cree Nation on

22 Wuskwatim.  As we -- as we look at the Keeyask

23 partnership agreement, and ultimately Conawapa, I

24 wouldn't expect that the business relationship would be

25 identical across the board on those.
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1                They're -- they're a -- a -- they're --

2 they're much different size.  The capacity of the -- of

3 the potential partners in the -- in the bigger

4 projects, the financial capacity to make investments in

5 a project of that size are -- are limited.  And their

6 risk tolerance is -- is limited, as well.  And that's

7 something that we learned from the -- from the

8 Wuskwatim partnership arrangement.

9                So we're not expecting that each deal

10 will mirror all aspects of the -- of the prior deals.

11                MS. JESSICA SAUNDERS:   Thanks.  I'll

12 also refer to your comments on page 13, you saying:

13                   "We have a different set of

14                   challenges than those of the '60s and

15                   '70s."

16                Do you see that there in the -- the

17 second-last paragraph that's up on the screen?

18                MR. SCOTT THOMSON:   Yes.

19                MS. JESSICA SAUNDERS:

20                   "...including increased

21                   responsibility for those affected by

22                   our projects and greater scrutiny and

23                   accountability for both financial and

24                   environmental impacts.  And we are up

25                   to those challenges."
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1                And so you referred to the challenges of

2 the '60s and '70s, considering impacts to those

3 affected by Hydro projects.  In your speech you used

4 the wording, "Aboriginal stakeholders."

5                Is it fair to say that Hydro's approach

6 to these stakeholders today has changed from the '60s

7 and '70s?

8                MR. SCOTT THOMSON:   Very much so.

9                MS. JESSICA SAUNDERS:   Is it fair to

10 say that Hydro takes a more proactive approach with

11 respect to these stakeholders?

12                MR. SCOTT THOMSON:   Yes, I believe we

13 do.  The -- the -- that's borne out in the arrangements

14 that we made with -- with NCN on Wuskwatim and with the

15 -- the partnership arrangements that we've -- we've

16 entered into discussions with for Conawapa and, of

17 course, the -- the Keeyask partnership.

18                MS. JESSICA SAUNDERS:   Thank you.  And

19 Manitoba Hydro doesn't have to take this approach, of

20 course, given what I've referred to it, and -- and

21 we've confirmed, as being the proactive approach.

22                But Hydro has decided to, correct?

23                MR. SCOTT THOMSON:   That's right.

24                MS. JESSICA SAUNDERS:   And how was the

25 name for Keeyask chosen for the project?
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1                MR. SCOTT THOMSON:   Well, it's -- my

2 understanding is it's the Cree word for 'Gull Rapids'.

3                MS. JESSICA SAUNDERS:   Do you know who

4 would have chosen the name?

5

6                       (BRIEF PAUSE)

7

8                MR. SCOTT THOMSON:   The local Cree

9 Nations asked us to use that name.

10                MS. JESSICA SAUNDERS:   Thank you.  And

11 so we've discussed this approach, and I -- I just want

12 to discuss with you further, you've confirmed that this

13 approach has -- has been applied in the -- in

14 Wuskwatim, and as well, in the -- the Keeyask project.

15                And you can agree then that this

16 approach has been important in development of these

17 projects?

18                MR. SCOTT THOMSON:   Yes.

19                MS. JESSICA SAUNDERS:   In your

20 presentation to the Standing Committee on October 2nd,

21 again, at Tab 5, page 37, you say in the fourth -- the

22 left fourth paragraph down:

23                   "In preparing for Conawapa, we

24                   believe we're taking a responsible

25                   and respectful approach to working
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1                   with First Nations to reduce

2                   environmental impacts and ensure

3                   local community benefits from the

4                   development.  This approach

5                   refer to Wuskwatim, and Keeyask, as

6                   well] results in better projects to

7                   supply the province's growing demand

8                   for electricity."

9                And so you can confirm then that this

10 approach is not only beneficial to Hydro and to the

11 First Nations, but also as part of it being beneficial

12 in the end to all Manitobans in the development of

13 these projects?

14                Is that fair to say?

15                MR. SCOTT THOMSON:   Yes, it is.

16

17                       (BRIEF PAUSE)

18

19                MS. JESSICA SAUNDERS:   I'll just take a

20 moment for a second, please.

21

22                       (BRIEF PAUSE)

23

24                MS. JESSICA SAUNDERS:   And in

25 continuing your speech again at Tab 5 on page 37, the
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1 second left -- last paragraph in the second column, you

2 begin to discuss the new transmission line from

3 Winnipeg to the -- to the US triggered by the sale to

4 Minnesota Power, or the Manitoba-Minnesota transmission

5 line.  And you indicate:

6                   "We're about to begin seeking public

7                   input to help identify and refine the

8                   most suitable route, taking into

9                   account impacts on people and the

10                   environment."

11                And I will refer you to the map of the

12 Manitoba-Minnesota transmission line at Tab 9, page 74.

13 Oh, it didn't show up as -- okay.

14

15                       (BRIEF PAUSE)

16

17                MS. JESSICA SAUNDERS:   It hasn't showed

18 up as -- quite as clear, but this of course, the -- the

19 map of the Manitoba-Minnesota transmission line from --

20 from your website.

21                You can confirm that this proposed

22 project, as is seen on the map here, is the same

23 project you were referring to in your comments?

24                MR. SCOTT THOMSON:   The Canadian

25 portions, some alternative routes that are being looked
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1 at, yes.  I -- I -- the colour isn't -- it's -- there

2 are a number of different alternatives that were being

3 -- that we're looking at.

4                MS. JESSICA SAUNDERS:   Yes.  And I

5 don't intend to refer you to the particular routes such

6 that I -- I should have had colour in any event, but I

7 don't intend to get into those details.

8                But in the map, you can see that the

9 converter station -- I presume you can see, but it is

10 there.  And as you know, it's been named the Riel

11 converter station.

12                Are you familiar with the name Riel?

13                MR. SCOTT THOMSON:   Yes, I am.

14                MS. JESSICA SAUNDERS:   And do you know

15 how this name was chosen?

16                MR. SCOTT THOMSON:   I -- I'll double-

17 check.

18

19                       (BRIEF PAUSE)

20

21                MR. SCOTT THOMSON:   I'll have to --

22 we'll have to get you the -- the history around that.

23 I know my understanding is it was -- it was out of

24 respect for -- for the Metis leader, and we were

25 actually hoping that President Chartrand would be
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1 available when we commissioned the station.

2                MS. JESSICA SAUNDERS:   However, though,

3 can you confirm as to whether you consulted with

4 President Chartrand on the name of this converter

5 station?

6                MR. SCOTT THOMSON:   I can't.  I can't

7 confirm.  I -- I -- it was before I arrived here, so I

8 don't know all the details behind that.  I can find

9 out.

10                MS. JESSICA SAUNDERS:   Okay.  And so I

11 don't know that we want to -- to do an undertaking on

12 that.  I -- I do know that you will provide us with

13 those details, and so thank you very much.

14                THE CHAIRPERSON:   Thank you, Ms.

15 Saunders.  I -- I have neglected to ask Mr. Orle if you

16 had any questions.  I -- I'm sorry.  I apologize that I

17 -- I jumped over you.

18                MR. GEORGE ORLE:   No apology needed,

19 Mr. Chairman.  I'm the sixth one to cross-examine.  I'm

20 like the last speaker at a roast.  There's nothing new

21 that can be added, and I'm quite satisfied from Mr.

22 Thomson's answers that whatever I need will be obtained

23 from the panels on behalf of the questions that my --

24 my client has.

25                And in regards further cross-
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1 examinations, the fact that we don't cross-examine

2 doesn't mean that we're in agreement with everything

3 that's been said by the witness.  But there's been some

4 very good and adequate cross-examination.  I'm prepared

5 to rely on that.  Thank you.  And thank you, Mr.

6 Thomson.

7                THE CHAIRPERSON:   Before I let you go,

8 I have a few -- a few questions I'd like to ask you,

9 Mr. Thomson.  And, by the way, I appreciate your coming

10 in today.  I -- I think that it's very important that

11 see the CEO, particularly involving a plan of this

12 import.  I think it's important that we -- we see --

13 see into your eyes and be able to answer (sic)

14 questions directly of you.

15                I do have a question though in relation

16 to the Strategic Plan, and very specifically, gas

17 versus hydro.  I mean, you are -- so you are an energy

18 provider to Manitobans.  You're doing over two hundred

19 thousand (200,000) gas customers, serving two hundred

20 (200) -- over two hundred thousand (200,000) gus -- gas

21 customers; also serving two hundred thousand (200,000)

22 electricity customers -- I'm sorry, over five hundred

23 thousand (500,000) electricity customers.

24                And I -- and I guess the question is:

25 Corporately, are you indifferent as to gas versus
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1 hydro?

2                MR. SCOTT THOMSON:   Not indifferent.  I

3 -- I think that my view would be that -- that we should

4 be -- we -- we should encourage and educate customers

5 to make the best choices for energy for specific uses.

6                You know, in -- in areas served by

7 natural gas, I think it's the preferable way to -- to

8 space and water heat.  In -- in areas served by

9 electricity only, there's -- there's potential options

10 to -- to use -- use geothermal heating as an

11 alternative to gas.

12                We've -- we've got a couple of the

13 projects that are -- that are ongoing right now with --

14 with the First Nations to -- to convert some of their

15 communities.  And -- and because we were in a position

16 to do that en masse, it's allowed the cost to be

17 reduced on those projects, so it's making them more

18 economic.

19                It's -- it's a -- it's a tough sell in a

20 -- in a gas-served area.  Just the numbers don't turn.

21 And even -- it's -- it needs that volume buying today,

22 volume capability in order to -- to make it work, and

23 even in an electric-serviced area at the residential

24 level.  But in those instances, we -- we think it is.

25                So not indifferent, no.  I think that



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

274

1 natural gas has its place and -- and we -- we -- you

2 know, we own a gas company.  I -- I think that -- that

3 that's an asset owned by the -- the people of the

4 province, too, and we -- we ought to get the most out

5 of that asset that we can.

6                THE CHAIRPERSON:   We heard on Thursday

7 last from an individual who indicated that they were

8 advocating for gas service in Pembina Valley.  You

9 know, they -- they -- there's parts of that valley that

10 are -- where gas is available but parts where it isn't

11 available.  And -- and I understand from his -- his

12 evidence or his testimony that he has approached

13 Manitoba Hydro to talk about that.

14                So what say you to a region or part of

15 the province where there isn't gas service, and what's

16 your approach there?  I mean, do you see that as an

17 opportunity?   Do you see that as something that you

18 need to do to give energy options to those Manitobans?

19                MR. SCOTT THOMSON:   It is an

20 opportunity.  I think that extension of gas service is

21 subject to a number of board orders on -- on main

22 extensions.  We've done considerable -- I think on the

23 order of over 330 kilometres of new gas mains that

24 we've installed over the last three (3) years.

25                And -- but -- but there's a -- there's
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1 an economic test that governs that that's -- that I

2 understand it's -- it's been put in place by the Board;

3 your Board, not my board.

4                So the -- you know, subject to it being

5 economic, that's a -- that's a constraint around --

6 around extending gas service.  But certainly it's --

7 it's got benefits, and -- and, in particular, in areas

8 where there are some of the -- the colonies that are

9 coal users today and are -- are coming off coal that we

10 can serve with natural gas, rather than having them

11 come onto the -- the electric system.  I think that's

12 desirable.

13                It's -- and economics are important.

14 It's -- it's -- we have -- we still have,

15 unfortunately, four (4) communities in the North that -

16 - that we -- we serve with electricity by -- by burning

17 diesel.  And it's -- that's, unfortunately, the most

18 economic choice that we have available today, although

19 we're exploring a lot of options around that.

20                But the cost of extending transmission

21 service to those communities is on the order of four

22 hundred thousand dollars ($400,000) per customer.

23 Clearly, that's not an economic choice and would

24 require a huge subsidization to bring into place.  So

25 there's -- there's a tipping point in there somewhere.
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1                But -- but we are looking at -- at the

2 area there.  And -- and if -- if we can make the

3 numbers work, I'm -- I'm certainly interested on behalf

4 of the Company in pursuing it.

5                THE CHAIRPERSON:   Now, there are some

6 commentators that voiced very strong concerns about the

7 risks that are associated with the Preferred

8 Development Plan.  In other words, you know, they --

9 they -- there's clearly opportunities, which you have

10 enumerated today, but significant risk associated with

11 interest rates, and gas prices, and so on.  I mean,

12 there are very significant risks.

13                And there's some commentators that

14 suggest that you could take an alternate plan with

15 considerably lower risks and yet achieve some of the

16 same objectives, which is to have power available for

17 Manitobans when it's ultimately needed by Manitobans.

18 So -- so what do you say to that?

19                I mean, you -- you've indicated that you

20 have a fairly robust Risk Mitigation Plan in place, but

21 how can you protect yourself against massive increases

22 in interest rates, for example?

23                MR. SCOTT THOMSON:   That -- that's one

24 that we can't insulate ourselves from.  I -- I guess --

25 and -- and much has been made about the -- the movement
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1 in -- in the spot market electricity prices and that --

2 forecasts not being right if you go back a few years.

3 They haven't all gone against us either.  Interest

4 rates we had anticipated would have moved up higher

5 sooner, and they haven't.

6                So -- so there are some things like

7 that.  But -- but again that's -- that is the part of

8 this gated process that we're talking about.  If -- if

9 interest rates go to 10 percent and all else stays

10 equal, that's going to have a significant impact on

11 whether or not Conawapa gets built.

12                I -- I haven't tumbled the numbers, but

13 I -- I believe that that would -- that would cause the

14 financials to -- to go in the wrong direction, and it

15 would make other less-capital-intensive choices likely

16 better.

17                THE CHAIRPERSON:   Okay.  We -- you --

18 go ahead.

19                MR. SVEN HOMBACH:   Mr. Chairman, you'll

20 note that IEC counsel is shown on the hearing schedule

21 as well, but M. Monnin advised me during the break that

22 he does not have any questions for Mr. Thomson.

23                THE CHAIRPERSON:   Now, the schedule

24 also provides that we now turn the microphone over to

25 Mr. Wojczynski, and we have a few more minutes.  I know



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

278

1 that it's provided for an hour.  So obviously we're not

2 going to do the full hour now, but we can stay longer.

3                And do you need the full hour?

4

5                       (BRIEF PAUSE)

6

7                MS. PATTI RAMAGE:   Yes, we need the

8 hour but it would be my vote to stay on track and --

9 and do it today.

10                THE CHAIRPERSON:   I'm getting the green

11 light from the fellow panel members, so let's proceed.

12

13                       (BRIEF PAUSE)

14

15                THE CHAIRPERSON:   I believe we're in a

16 position to start.  Are we?

17

18                       (BRIEF PAUSE)

19

20                THE CHAIRPERSON:   Good evening, Mr.

21 Wojczynski.

22                MR. ED WOJCZYNSKI:   Good evening.  The

23 honourable counsel for -- earlier made mention about

24 being the -- the last cross-examiner and -- and I -- I

25 think he may -- we -- I realize I'm the last one
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1 between you and the rest of the evening.  So I will try

2 and be as efficient as I can, but I'm afraid I do have

3 some significant amount of important material, so I

4 hope you'll bear with me.  But I will try and -- and

5 keep it as efficient as I can.

6

7 MANITOBA HYDRO PANEL 2:

8                  ED WOJCZYNSKI, Unsworn

9

10 EXAMINATION-IN-CHIEF BY MS. PATTI RAMAGE:

11                MS. PATTI RAMAGE:   And, Mr. Chair,

12 because Mr. Wojczynski will be appearing as a witness

13 for the first time, we have just a couple of questions

14 for the record to -- to establish his role in the NFAT.

15                So, Mr. Wojczynski, can you please

16 provide the panel with your role at Manitoba Hydro with

17 respect to this NFAT filing?

18                MR. ED WOJCZYNSKI:   I am the division

19 manager who has the overall lead for the NFAT process

20 itself.

21                MS. PATTI RAMAGE:   And your CV has been

22 filed as part of Manitoba Hydro, what I believe is

23 Exhibit 85.  Can you briefly run through your

24 qualifications and past experience relevant to this

25 process?
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1                MR. ED WOJCZYNSKI:   I have a bachelor's

2 in electrical engineering, U of M.  I did my master's

3 in power systems engineering, University of

4 Saskatchewan.  I took numer -- various finance and

5 utility courses.  I have been -- I'm a professional

6 engineer, a member of the Institute of Electrical and

7 Electronic Engineers.

8                I have -- was chair of the Canadian

9 Hydropower Association until this fall when I withdrew,

10 so that I could focus on this significant process that

11 we're engaged in here.  I'm still on the board, but not

12 as active right now.

13                I'm also involved with the International

14 Hydro Association, chair of a working group there.  I'm

15 a member of Environment Canada's Species at Risk

16 advisory committee.  There are ten (10) industry, ten

17 (10) ENGO members.

18                I've -- I've held various posts on

19 boards at ArcticNet, Wuskwatim Partnership.  I was

20 involved at CA.  I was involved with the Mid-

21 Continental (sic) Area Power Pool on the reserve

22 requirements task force earlier.  DFO National Science

23 Advisory Counsel.  So I have some variety of

24 experience.

25                When I first graduated, I worked --
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1 interesting given we're talking about gas versus hydro

2 to some degree here -- I started my working career in

3 oil and gas exploration and -- but then took my

4 master's courses and joined Hydro in 1982 where I've

5 been since.

6                I was also a research associate at

7 University of Saskatchewan.

8                MS. PATTI RAMAGE:   Thank you, Mr.

9 Wojczynski.  As a matter of housekeeping, Manitoba

10 Hydro has filed a large volume of written materials to

11 date, including the main filing, which is the business

12 case, the appendices thereto, as well as responses to

13 Information Re -- Requests.

14                Were these materials prepared under your

15 direction?

16                MR. ED WOJCZYNSKI:   Yes.

17                MS. PATTI RAMAGE:   And can you on

18 behalf of the Corporation adopt these mat -- written

19 materials as Manitoba Hydro's evidence?

20                MR. ED WOJCZYNSKI:   Yes.

21                MS. PATTI RAMAGE:   Thank you.  And, Mr.

22 Wojczynski, you have a presentation you would like to

23 give the Board?

24                MR. ED WOJCZYNSKI:   Yes, I -- I do.

25 And I'd like to start off by saying that -- that I'd
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1 like to echo what Mr. Thomson said earlier today, Mr.

2 Chair and four (4) panel members, that we, our team and

3 myself, strongly believe that this type of public

4 review process is very important giv -- for what we're

5 undertaking here.

6                We're looking at something that's going

7 to influence and affect the electrical supply future of

8 Manitoba for decades to come, our children and

9 grandchildren.  And as we all know, there's large

10 dollars at stake, and there's a lot of other issues

11 that are at stake.

12                So we think it's -- it's -- we're

13 pleased and welcomed that we have this review.  We're

14 glad it's starting.  And I actually -- in the -- in the

15 sake of us dealing with the issues that are on your

16 mind as the panel and the public's mind, I welcome the

17 comments from the Intervenors earlier today.  I -- and

18 I -- I'll try and pick up on a couple of them as I go

19 through my -- my overview of what we're going to be

20 presenting to you the next four (4) weeks.

21                But there's one (1) particular I'd like

22 to start off with, and -- and it's -- and that is Mr.

23 Williams's comment, although I don't -- he's gone.  Oh,

24 that's too bad.

25
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1                       (BRIEF PAUSE)

2

3                MR. ED WOJCZYNSKI:   Well, that's too

4 bad.  He -- he raised an issue that is -- been integral

5 to Manitoba Hydro's thinking for the last ten (10)

6 years in -- in working with Wuskwatim itself, what

7 happened with Wuskwatim, and then what -- and our

8 preparations for other activities, including Keeyask

9 and Conawapa.  One (1) of the things we have done is

10 learn from what we're doing.

11                I was involved in the 1990 capital plans

12 hearing plan Conawapa, which is quite a ways back.  I

13 was the lead for the Wuskwatim NFAT process.  I was the

14 chief planner then.  And now I've led this NFAT

15 process.

16                But in this process, we have -- we have

17 modified what we do as we go along.  And the Wuskwatim

18 experience was a major one for us, as it was for other

19 infrastructure developers throughout North America.

20                So what happened with Wuskwatim?  There

21 were two (2) major parameters that struck it and caused

22 the economics to deteriorate, compared to what we were

23 looking at in that NFAT.  The first was the capital

24 costs went up significantly.  And I think you're quite

25 aware that the cas -- cost of other infrastructure
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1 throughout North America, and particularly in western

2 Canada, went up dramatically.  So it wasn't that we

3 were the only ones who misjudged and mis-estimated what

4 was going to happen.

5                That structural change in capital

6 construction costs, commodity costs, that's something

7 that has been integrated into our planning.  And that's

8 one (1) of the reasons, when you saw earlier today one

9 (1) of the presenta -- one (1) of the overheads when --

10 during the cross of the increase in capital cost -- I

11 think it was perhaps a PUB cross-examination, you saw

12 Keeyask and Conawapa costs increasing significantly.

13 That is because those structural changes are now

14 incorporated into those projects.  And -- and we are

15 continuing, of course, to mo -- to update those.  But

16 the big shifts we feel have happened on the -- and we

17 have done many things that have caused us to have more

18 confidence in these costs compared to Wuskwatim.

19                A major element that we did different

20 was we undertook the Keeyask infrastructure project

21 ahead of coming into this process where we are today.

22 We had a lesson learned in Wuskwatim that the First

23 Nation contract -- joint venture contractor didn't have

24 the same cap -- capabilities that a lot of other

25 contractors might have had, and that there were delays
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1 and cost increases due to that.  It harmed the ability

2 of the First Nations to benefit.  So we've done that

3 early.

4                Another major difference, if you look at

5 Wuskwatim, when we were in that NFAT process and the --

6 and there was the completion of it and we had the

7 report, construction didn't start until two (2) years

8 later.  We still hadn't yet had a development agreement

9 with the First Nations.  We still had to go through

10 that.  It took longer than we thought.  Plus we had a

11 far dis -- a fair distance to go in the environmental

12 review process.

13                Where we are different with Keeyask?  We

14 have agreements with the four (4) First Nations.  We

15 are virtually, we hope, finished the environmental

16 review process.  We are on the verge, hopefully, of

17 starting construction, so we're in a much different

18 situation that we were with Wuskwatim.

19                Mr. Thomson referred to the fact we have

20 80 percent of the value of the construction contracts

21 already in hand, that we had virtually none with

22 Wuskwatim when were in the NFAT process.

23                So from -- plus in our contracting

24 approaches we've learnt from Wuskwatim.  We do things

25 much differently.  We've significantly enhanced our
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1 capital cost estimating process.  We're learnt from

2 other projects in Canada, including Pointe du Bois, not

3 just Wuskwatim.

4                When we did Wuskwatim, there had been

5 not maj -- there had not been very much major hydro

6 construction in Canada since Limestone.  We've had a

7 lot of experience in Canada on hydro projects,

8 including in Manitoba, so we -- we've built on all of

9 that.

10                The other big thing that happened, was

11 the export prices and national gas prices.  The shale -

12 - the natural gas prices are going up, export prices

13 are going up.  We saw the numbers earlier.

14                Then the shale revolution hit.  It had a

15 big impact, we all know about that.  We know that's not

16 going away.  But our forecasts and those of all the

17 expert North American consultants we use, already

18 integrate that in.  People -- some people claim that we

19 haven't noticed these things, or that we're -- we're

20 playing catch up.  If that's true, then that's true for

21 all the -- most of the major consultants and oil and

22 gas companies in North America.  We're quite aware of

23 what's going on and that has been integrated in --

24 already into our analysis.

25                So -- and I'll just make one (1) or two
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1 (2) other points.  Our whole evaluation approach now we

2 are m -- more aware, as others are of the volatility in

3 things like export prices.  And so lesson learned from

4 Wuskwatim, we strongly enhanced how we evaluate our

5 projects.  And that's why you see us having this

6 probabilistic scenario analysis, which is a significant

7 enhancement than anything we did it with Wuskwatim.

8                So the last point on the export price

9 side.   Wuskwatim, we had no contracts in place for any

10 of the output.  As we heard already today, we still

11 have some surplus power to be sold at -- even with the

12 ones we've announced here.  But we have a large chunk

13 of our surplus already contracted for and we're engaged

14 with others, which is much different than we were with

15 Wuskwatim.

16                So I'd better move on to the rest of my

17 presentation.  But we thought it was important to -- to

18 highlight that for you as we go along.  And we'll go

19 through some of those things in more detail over the

20 next four (4) or five (5) weeks.

21                I'll just very briefly go through the

22 plan, but you've already seen it.  Focus as a -- as a

23 Ms. Ramage did earlier today, and actually our MIPUG

24 colleagues indicated, focus on the major issues and the

25 major decisions.  I'll refer to that and then go
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1 through the various perspectives.  We were talking

2 earlier today when Mr. Thomson was being crossed, what

3 are the priorities, what -- what are, what is -- what

4 are you focussing on?

5                Well according to the Manitoba Hydro

6 mandate and the NFAT terms of reference, we have a

7 number of perspectives that we're supposed to utilize.

8 And -- and we utilize them right through the evaluation

9 and through our conclusions.  I'll run through that,

10 then try and indicate what the panels will cover, the

11 four (4) different panels, and then just come to the

12 conclusion.

13                And if I'm talking a bit quickly it's

14 because I know the time-frame.  Scott you're suppose to

15 kick me if I go to fast.  No, Patti was supposed to.

16                The preferred plan, I am not going to go

17 through this in detail you've already had it presented

18 to you.  I'd like to reinforce what Mr. Thomson said,

19 and that is in our plan DSM will be expanded.  And you

20 will hear more about that over the next couple of

21 weeks.

22                In our plan we -- we didn't seek

23 approval for a particular level of DSM, in our plan,

24 partly because we did not yet have the analysis of the

25 alternative levels.  And partly it's 'cause something
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1 that we intend to update and work on as we go along.

2 And as more opportunities arise and the economics

3 become clearer, then we will expand to that level of

4 DSM.  It's not something that's going to be staying

5 static.

6                We've gone through the rest of the plan

7 and that we need to have commitments this summer.  We

8 focussed on Conawapa again that we -- that we're not

9 seeking of -- of -- for a -- make a firm construction

10 decision that we'll have to -- early 2018, and we'll

11 consider all the factors that could arise between now

12 and then, including what's going to happen to the DSM

13 capital cost energy prices.

14                MS. MARILYN KAPITANY:   Could I just ask

15 a question before you move off DSM?

16                MR. ED WOJCZYNSKI:   Sure.

17                MS. MARILYN KAPITANY:   We heard this

18 morning that in First Nation communities there are some

19 higher -- Hydro costs.  Are the DSM programs available

20 and accessible to First Nation costumers in Manitoba?

21                MR. ED WOJCZYNSKI:   I -- I understand

22 DSM programs are available and accessible to them, but

23 -- but how successful that is and what the details of

24 that, I'm -- I'm not the best person to talk that --

25 but tomorrow morning and the DSM panel, it's the right
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1 people there.

2                MS. MARILYN KAPITANY:   Thank you, I'll

3 ask them.

4                MR. ED WOJCZYNSKI:   Yes.  So what are

5 those decisions that we think we should focus on?  And

6 this is a somewhat akin to what you heard earlier today

7 from MIPUG, and -- and although, it's -- I'll, we'll

8 frame it in our own way.  And we're looking here at the

9 -- what is -- the long term electrical future of

10 Manitoba.  We think this is a major decision point and

11 a major influence in what that will be. And there are

12 many elements to it.  DSM, again, will be expanded in

13 all the plans.  The -- the fundamental issue we feel is

14 are we going to go ultimately with hydro, or are we

15 going to go with gas, recognizing again wind and solar,

16 other things, will play their part, too.

17                But -- when you look at the major

18 fundamental options -- if -- in our view, hydro is

19 clearly the better alternative overall compared to gas.

20 If -- if we go with --with hydro, there are associated

21 decisions that perhaps we can view as the opportunities

22 that MIPUG was referring to.

23                Should we have an internect --

24 interconnection expansion opportunity should we pursue

25 that?  If that's the case, you would have to expand --
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1 accelerate Keeyask development from the late -- the

2 date that would be needed for domestic to meet the

3 Minnesota Power requirements, and move it into 2019, or

4 if there was a delay 2020, and we'd have to have the

5 Minnesota Power sale.

6                Should that interconnection be 750

7 megawatts or 250 megawatts.  That's another decision

8 that would have to be made.

9                The 250 megawatt option we have included

10 in our submission.  We've evaluated.  Increasingly what

11 we've found since the submission in August of last year

12 is that the 250 megawatt option is a -- is a riskier

13 option to get approval than the 750 megawatt option.

14 And you -- you'll hear more about that in -- in the

15 second panel.

16                We -- the 750 megawatt option per -- has

17 economies of scale that provide more benefits to the

18 entities in the US.  There are benefits to having a

19 larger tie-line and more supply for wind integration

20 and for reducing the cost of supply to consumers in the

21 US, which will effect how the regulators there and the

22 utilities and the -- and the MISO itself respond to a

23 250 megawatt versus a 750 megawatt tie-line.

24                Min -- Minnesota Power has gone quite

25 far in terms of their process.  They'd have to step
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1 back and -- and restart the process.  So there -- there

2 are those kind of issues that cause us to think the 250

3 megawatt option is -- is still a possibility but

4 riskier than the seven fifty (750) in terms of getting

5 approval.

6                The last one is:  Should the 380

7 megawatt WPS sale, that was recently announced, should

8 it be pursued as part of this approach?  And the 750

9 megawatt interconnection, we -- would be needed for

10 that.  The two-fifty (250) megawatt would not work with

11 that.

12                THE CHAIRPERSON:   Can you explain to me

13 -- you just said that the seven fifty (750) is less

14 risky than the two fifty (250), and I -- could you --

15 could you explain that?

16                MR. ED WOJCZYNSKI:   In -- what I was

17 referring to is that the -- the likelihood of getting

18 approval for the interconnection in the United States,

19 the regulators in the United States will -- would have

20 to approve either one (1) of those transmission line

21 options, and the 750 megawatt transmission line option

22 provides way more benefits to the State of Minnesota

23 and its consumers, to its electricity suppliers, than a

24 250 megawatt transmission line.

25                One (1) of the elements I didn't
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1 mention, 'cause I was trying to save some time, but

2 I'll mention it now, is that the transmission planning

3 authorities in Minnesota have strongly indicated that

4 transmission lines should be optimized in terms of use

5 of the right-of-ways.  There's a lot of opposition to

6 expanding transmission lines.  We've seen it in

7 Manitoba.  It's -- certainly see it in Minnesota.

8                And what they have told all the

9 developers is -- and a goal is to use the available

10 right-of-ways to the max amount out possible.  So if

11 Minnesota Power now went back and withdrew the 750

12 megawatt option and put the 250 megawatt, the smaller

13 option, on the table, which has much less ability and -

14 - and less potential to expand later, the transmission

15 approval people would -- would look probably not very

16 kindly on that.

17                THE CHAIRPERSON:   Now, just since

18 you've raised the issue of DSM -- and I -- I know

19 you're not the expert on DSM -- but there -- there is a

20 strategic element to this because one (1) of the -- one

21 of the experts acting on behalf of GAC and CAC has

22 suggested that DSM should be addressed via integrated

23 resource planning, specifically, that it's not

24 considered an add-on but you -- you use that as one (1)

25 of the potential sources of -- of supply, in essence,
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1 in your decisions around which options should you

2 pursue.

3                So I guess the question is:  Longer

4 term, are you considering integrating DSM into your

5 resource planning given the significance of DSM more

6 generally in North American and in Canada?

7                MR. ED WOJCZYNSKI:   I -- well, thank

8 you for the question.  And I was going to touch on

9 that, but I'll -- I'll do that now.

10                Manitoba Hydro agrees that for us to

11 have a -- a good evaluation and comparison and decision

12 on -- on which pathway we should follow, which -- which

13 of these decisions we should take, we should have a

14 good sense of what would the different DSM options --

15 how they combine with the different plans, and would

16 your choices change with the -- the different DSM

17 levels or sets of options, and that we should integrate

18 those.

19                Manitoba Hydro has been looking at DSM

20 on an ongoing basis.  There are two (2) ways to do it.

21 You can use what are called the marginal values of how

22 much extra DSM is worth with the current plan you have.

23 And if you're not looking -- and that's what we have

24 been doing for a number of years, and that's because we

25 weren't looking at radically different plans.  The
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1 plans were more or less similar, and so the -- the

2 value of additional DSM wouldn't change that much.

3                But now when we're looking at radically

4 different plans for going forward, then the -- the

5 value of the -- the incremental DSM could be different

6 in those plans and could complement them in different

7 ways.  And they should be integrated into that

8 analysis, and that is what we are doing.

9                And, unfortunately, as was mentioned

10 earlier, we had intended to have that available well

11 before our submission in August last year.  The DSM

12 potential study, which is a -- a first step in doing

13 that, took a lot longer, a year and a half longer, than

14 was -- was supposed to happen, and so we weren't able

15 to do that integrated evaluation in our submission.  We

16 did a sensitivity to try and see what impacts there may

17 be, but that isn't a -- a full integration.

18                What you will be getting in the course

19 of the next few weeks will be that integrated

20 evaluation.  And we are -- it's still actually a work

21 in progress.  We're just doing the final work on that.

22 And -- and it's not even quite ready yet, although we

23 have some preliminary indications, and I was going to

24 talk about that.

25                Refer to these choices, and in -- in
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1 these -- these fundamental choices, how do we evaluate

2 those in our submission, and how can we present them to

3 you, and how can we -- how do we compare these

4 decisions?

5                What we prepare -- came up with is five

6 (5) pathways that are the results of those decisions

7 and that implement those decisions.  And each one of

8 those pathways has a number of very specific

9 development plans with individual dates for different

10 supply options or -- and sales, or tie-lines, or

11 whatever.  And -- and then -- then we evaluate those

12 plans and help decide between the pathways.

13                There's -- there's the -- the first

14 pathway is you -- you start with gas as your next

15 option.  You only do it for domestic load.  You can do

16 gas or hydro after that.

17                Or you could start with Keeyask; no

18 interconnection, no sales.  You'd do it with the -- the

19 current information.  We have 2023 for Keeyask.  That

20 date can move.  And later on you'd do gas generation or

21 Conawapa.  You can make those choices.

22                Or you can start with a small

23 interconnection.  You'd have to advance Keeyask.  You

24 have the Minnesota Power sale, a couple of those other

25 sales.  And again, later on, Conawapa or gas.  You have
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1 those choices.

2                The fourth one is you have the 750

3 megawatt interconnection, and -- but you don't do the

4 300 megawatt WPS sale.  That's the fifth pathway.  The

5 fourth pathway probably is not that interesting any

6 more now that we have the 300 megawatt WPS sale

7 confirmed, but it's still there as a possibility.

8                And as I indicated, the Pathway 3 with

9 the 250 megawatt interconnection is still there as an

10 option, but it's probably not as likely a possibility

11 as the -- the Pathway 5.

12                MR. RICHARD BEL:   Can I ask -- I don't

13 see gas-Keeyask.  Was that ever on the table?  Because

14 it -- it's one (1) of the gateways on -- it's one (1)

15 of the gateways on the plans, but it doesn't show up.

16                MR. ED WOJCZYNSKI:   We -- we have done

17 work with gas-Keeyask at times, but we -- Keeyask has

18 been an economic option to do first.  And we have

19 Keeyask -- we have gas-Conawapa looked at quite

20 significantly, so you -- there -- there -- that kind of

21 information has been available.

22                The Ma -- Manitoba Hydro mandate starts

23 off with -- with meeting the Manitoba load, but we have

24 to consider a wide range of issues, and the NFAT terms

25 of reference spelled those out in some specificity, and
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1 so our analysis uses those throughout this submission.

2 Our submission was based on -- on that and our

3 conclusions are based on that.

4                A significant point that we're going to

5 be going through over the next four (4) weeks and the

6 cross-examination, the evidence from others, we'll deal

7 with this to a fair degree as well, is that to deal

8 with the different perspectives, you need to have

9 different tools and methodologies.  And it can get

10 confusing when you say -- when we -- why -- why do you

11 do it this way here and this other way over here?  And

12 that's because there -- the different perspectives

13 require that, and I'll try and give some indication of

14 that today.

15                What are these multiple perspectives?

16 And I got two (2) overheads on that.  The first is the

17 Market Valuation Economics.  This is the standard

18 evaluation methodology used around the world for

19 decades for evaluating projects.  It uses a -- a

20 discounted cashflow to get a net present value benefit,

21 in this case, to Manitoba Hydro, of proceeding with the

22 project or projects or that plan compared to other

23 ones.

24                And -- and this is an absolutely

25 standard technique and it's one we have -- we have used
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1 for all our evaluations going back as far as anybody

2 remembers, and -- and when you provide that analysis to

3 Manitoba Hydro, it in -- the benefits indirectly flow

4 to domestic comer -- customers and the project

5 partners, and -- because it's the benefits from the

6 project.

7                The -- the second perspective is from

8 the Manitoba Hydro domestic customer specifically, and

9 the -- there's a reliability of supply to them.

10 There's the minimum reliability you need to meet the

11 criteria, but if you have greater reliability than that

12 minimum, that's still a benefit to the customers.  And

13 all of our plans meet the minimum criteria, but some of

14 them provide additional benefit by having additional

15 reliability, and we evaluate that.

16                The same from the point of view of

17 energy security, energy security being -- being able to

18 supply the load if you got a bad drought or an energy

19 shortage of some kind like that.  And again, there's a

20 planning criteria that says what the minimum is, but

21 then there -- there's also -- you can have a se --

22 energy security above that, because we can have things

23 like droughts that are worse than ones on record, and

24 we have to -- and -- and there's a benefit to being

25 able to deal with those, particularly with climate
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1 change coming and happening.

2                The one, obviously, that's a huge focus

3 here are rate increases, what will happen with the

4 rates to the customers, what will happen to all the

5 financial targets?  That is -- that's of interest to

6 customers because at the end, that affects -- can

7 affect rates in one way or another: retained earnings,

8 fixed asset, debt levels, all of those financial ones

9 we deal with in -- quite significantly throughout this

10 submission.

11                Socioeconomic is more broadly going into

12 now from the provincial societal point of view.

13 There's the economy, employment and income, training

14 and business opportunities, infrastructure, services,

15 personal, family, community life, with a special focus

16 on the Northern and Aboriginal communities.  And these

17 fit the definitions of -- from the NFAT terms of

18 reference and what the PUB had defined earlier in this

19 process.

20                Oh, sorry, I have to -- something

21 happened here.  Ah.  Okay.  They use the macro-

22 environmental impacts and benefits, again, as per the

23 PUB definitions, and I highlight in there the

24 greenhouse gases, which is a -- a major differentiating

25 element.  Manitoba government is very much a part of
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1 the -- of the terms of reference and importance in

2 Manitoba.  The -- the financial transfers to the

3 province have been discussed earlier today, capital

4 tax, water rental, debt guarantee fee, and those are a

5 -- a cost to Manitoba Hydro.

6                When we do the market valuation, when we

7 do the financial evaluation, those are costs, and they

8 decrease the benefits to Manitoba Hydro, but they --

9 those transfers go to the provincial government and

10 either reduce taxes or increase services.  They be --

11 do become a benefit to Manitobans.

12                So if you're looking at the borders of

13 Manitoba or Manitoba as an entity, either -- those

14 financial transfers will get added to the benefits to

15 Manitoba Hydro because they're a benefit to the

16 province as a whole.

17                Alignment to the Manitoba Hydro Act and

18 the various other Acts and risk.  We have to deal with

19 uncertainty, and -- and we do that quite extensively in

20 our -- our submission.

21                We talked about different perspectives

22 and different methodologies.  One of the confusing

23 elements, it's already come up in the -- in the IR

24 process, it's beginning to come up in the evidence

25 presented by others, is discount rate.  In the market
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1 valuation, a standard approach is to use the weighted

2 average cost to capital, which we have calculated for

3 our Company.

4                It's the -- the cost of our -- our

5 capital with an imputed equity, and in -- right now

6 using 5.4 percent.  We update it every year.  Last year

7 -- the -- the submission started with 5.05 percent

8 because it was based on 2012.  That's a real discount

9 rate.  That's with inflation taken out.  That's

10 equivalent to a 7.65 percent nominal discount rate,

11 which is what we normally think about as -- as day-to-

12 day consumers.

13                If you go to the provincial societal

14 perspective and do a social benefit-cost evaluation,

15 which is what's in Chapter 13, then you move to not the

16 cost of capital for Manitoba Hydro, but you go to a --

17 what's called a social discount rate, and -- and that,

18 in our analysis, is 6 percent real.

19                Then if you go to the third perspective,

20 and that is we've got customer bills that vary over

21 time, and we've got the intergenerational equity of the

22 customers paying bills today and tomorrow and ten (10)

23 years from now, and I believe it was MKO -- it might

24 have been MMF -- referring to seventy (70) years from

25 now, and how that's important to them and not that far
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1 off.

2                How do you balance when people paying

3 their bills then and now, one (1) being low -- higher,

4 one (1) being lower?  So what we use is something

5 called the social time preference.  It is -- it's

6 called a solid body of -- of why that is the

7 appropriate rate.  It's based on the interest rate that

8 is from risk-free savings, and that's 1.86 percent

9 real, which is nearly 4 percent nominal, and this will

10 all be discussed in more detail later, but it's giving

11 you a head's up as to what you're going to be hearing.

12                So we have our four (4) panels.  I'll go

13 through each one of them.  Tomorrow is the load and DSM

14 panel.  We're going to be having the consultants who

15 did the market -- the DSM potential study present their

16 methodology, their market potential, the -- the

17 achievable potential.  That was the -- the starting

18 point for dealing -- developing the new DSM levels.

19                Then we'll explain the DS -- Manitoba

20 Hydro's DSM philosophy and approach, the 2013 DSM plan,

21 which is the current plan, but additional programs have

22 already started being delivered.  And that program --

23 that plan is already been expanded through on-the-

24 ground activity by Manitoba Hydro staff.

25                We have -- the 2014 DSM options are the
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1 ones that were being referred to earlier.  And -- and

2 what I was saying, that we need to have those and to

3 evaluate them.  Well, we -- we have a -- have a -- a

4 first cut at those, and we are of finishing the

5 evaluation of those, and we will present those next --

6 not -- yeah, next week, and I'll explain a little bit

7 more about that right away.

8                Then the panel will go into the current

9 load forecast, how historic and future load forecast

10 compares, what's -- and compare it to other

11 jurisdictions, as well.  The lar -- probably the

12 largest panel in terms of amount of material and the

13 amount of time will be the second panel, which is the

14 heart of the NFAT process, and it's the need,

15 alternatives, and economic evaluation panel.

16                Their -- the third panel is the

17 financial panel, and it takes the output of this and

18 then does the financials, but it starts with this.  And

19 the first thing this panel deals with, when are new --

20 new resources needed?  This is the 'need' question.

21                Very much a part of what identifies that

22 for us is the generation planning criteria, and that

23 was reviewed by the independent consultants.  And there

24 wasn't much debate on them except for the one on energy

25 import limits, and you'll be hearing about why Manitoba
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1 Hydro thinks our -- our energy import limits are

2 reasonable.

3                We already count on a large amount of

4 imports in a drought.  We're -- if you take in 2020,

5 for example, and we're in a -- in a drought of record,

6 that's like the worst drought we had in -- on our

7 record, Manitoba is -- is a -- a net importer, and we

8 import 20 percent of the Manitoba load requirement,

9 either import or run our thermal generation in

10 Manitoba.  So it's already a significant amount of

11 imports, which is around over half of that, and then

12 our own thermal.

13                And we'll explain why we think it's

14 reasonable for the cri -- the criteria we have that

15 limit that.  With a larger line, we would expand that,

16 and we will, but there are limits.

17                Talking about the tie-line, another

18 issue that was raised in the last few months was, well,

19 we -- if the -- the interconnection brings benefits.

20 There's no question of that.  It brings export and

21 import benefits.

22                Why don't we import -- build this tie-

23 line, Manitoba Hydro build it, don't have any export

24 contracts?  Build it itself.  Don't have a counterparty

25 in the States, and then get all the import benefits so
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1 you don't have to build anything in Manitoba.

2                We don't believe that that is a viable

3 alternative, that the -- the processes in the States

4 are not ones which would enable that to happen.  And

5 we'll have testimony as to why that is the case.

6                Resource options.  We'll se -- we'll go

7 through all the options we looked at and the short list

8 of them, then we'll go into the window of opportunity

9 that has been mentioned earlier, and I -- I'm going to

10 give a bit of a different explanation, perhaps, of what

11 that window of opportunity for the interconnection is.

12                Building interconnections across the US

13 border, or even across the pro -- provincial borders,

14 is a -- a -- requires a confluence of critical

15 conditions that do not happen very often, and we have

16 that confluence of conditions today.

17                And we think it's important for Manitoba

18 to seize upon that opportunity, because the likelihood

19 is, if we don't seize it now or in the next year or

20 whatever, that that opportu -- that confluence of

21 circumstances won't arise likely in the near future.

22                And we can go into more detail later,

23 but that confluence is there's a -- a structural change

24 happening in the US market south of us.  They want to

25 get off coal.  They want to have low-emitting
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1 resources, ones that aren't exposed to greenhouse gas,

2 clim -- CO2 taxes or anything like that.  They -- it's

3 -- they want resources that fit in the renewable

4 portfolio standard.

5                So they're at a point where they have a

6 massive change in their structure, and we have secondly

7 a counterparty who is good at building transmission,

8 and -- and is willing to champion.

9                And third, we have resource options, new

10 generation, that are ready to go or nearly ready to go

11 that meet their portfolio standards, say, in -- in

12 Wisconsin for new hydro, and -- and we've got support

13 from our Aboriginal partners.  And so this is a

14 confluence event -- events that are just coming

15 together in a nexus that's quite advantageous right

16 now.

17                Finally, we'll get to our development

18 plans, and then how do we evaluate those?  What are the

19 discount rates?  We'll have a -- a discussion on those,

20 or begin to have a discussion there.

21                Then we're going to go into the Keeyask

22 and Conawapa capital cost estimates.  We'll have a

23 detailed explanation of how we developed those cost

24 estimates.  There was a discussion in the technical

25 conference, the pre-hearing conferences.
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1                We'll have more of that, but in

2 addition, we're going to have what Mr. Thomson

3 referenced earlier today, that we've just finishing the

4 -- the general civil contract process.  It's the single

5 biggest contract Manitoba Hydro will ever have awarded.

6 It takes many months to evaluate the alternatives.

7                And we are just now doing the final

8 landing, and -- and we'll be updating the estimates

9 based on those.  And as Mr. Thomson indicated, they are

10 being -- the estimates are being reviewed tomorrow and

11 we'll be presenting next week in our panel that deals

12 with these issues.  And we'll also present some

13 preliminary results of evaluations with those.

14                And we'll also talk about capital costs

15 for the other resources, for the transmission.  We'll

16 go into the export prices and the -- and gas prices.

17 We'll go through the various contracts, and

18 specifically not just the one that was signed, but

19 Great River Energy MOU and the SaskPower MOU that Mr.

20 Thomson referred to.

21                Uncertainty, risk.  There was a lot of

22 discussion of that earlier.  We have enhanced how we

23 deal with that.  We'll give a good explanation of -- of

24 how we do that.

25                And then finally we get into the
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1 results.  The re -- the submission was based on the

2 2012 information with some update on 2013, and we'll

3 provide some preliminary update with some preliminary

4 cost information from these new cost estimates that are

5 just -- just being finalized now.

6                We will provide an evaluation of the DSM

7 alternatives, the -- the new options, and then finish

8 off with a discussion of our flexibility and the

9 pathways, and then present the reli -- the comparisons

10 on reliability and energy security.

11                Coming back to the issue of what are the

12 things to focus on in -- when there's such a huge

13 amount of information and a large number of issues.

14 What -- what are the main things to focus on?

15                We did -- with external consultants,

16 expert consultants assisting us, we went through the

17 process a couple of years ago and have updated that,

18 and determined that the single most important elements

19 that affect the comparison of results are these first

20 three (3).  And -- and intuitively, it's actually not a

21 surprise.

22                Energy price is our export and natural

23 prices, the capital cost of the projects, and what are

24 the interest and discount rates?  Those are the three

25 (3) big drivers, and those are the ones we focus on in
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1 our uncertainty analysis with twenty-seven (27)

2 probabilistic scenarios.

3                Other issues are important, as well, but

4 not as critical.  What will our load growth be?  How

5 much DSM will we do?  What happens with climate change?

6 What happens with droughts?  And those have all -- are

7 being evaluated, as well.  And I -- I already mentioned

8 the probabilistic scenarios.

9                Okay, so our DSM options.  We know

10 there's a lot of interest in these, and we've been

11 working feverishly to have as much early -- as much

12 available as early as possible, and the work isn't even

13 finished yet as I speak here.

14                In this table we just summarize the --

15 there's four (4) options, essentially, and on the left

16 column we sort of label them and indicate how much

17 energy would these options save, how much load

18 reduction would there be in the year 2027?  We just

19 picked that year somewhat arbitrarily as a metric.

20                The current DSM program is the base DSM,

21 and that -- and that's the 2013 program, would reduce

22 load by 773 gigawatt hours in that time frame.  That's

23 what has been in the plan for the whole last year and

24 been in the -- in the submission.  We're referring to

25 that simplistically as one (1) times DSM.
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1                Then we have the new 2014 Option 1, and

2 what we did with that is we expand the energy

3 efficiency measures and roughly -- actually, a little

4 bit more than double the amount of DSM for this Option

5 1.

6                Option 2, we took all the stuff that was

7 in option 1 and we added in rate programs, fuel

8 switching, fuel switching from electricity to natural

9 gas, and load displacement by customers by using other

10 forms of electricity generation.  And we -- and that

11 roughly doubles the -- the DSM again, so we call that

12 four (4) times DSM.

13                The last option, Option 3, takes all the

14 stuff that was in Option 2, and then goes to those

15 energy efficiency programs and expands those and pushes

16 them harder, increasing their cost, as well, but

17 testing that -- that higher level of DSM.

18                And we evaluated those levels of DSM.

19 The little 'X's on here are studies that we have done

20 and -- or are in the process of finishing, and you see

21 two (2) of them say March 10th or later.  We're trying

22 to have those ones available for next week and we're

23 doing everything we can to have them available, and we

24 think we will, but we're -- we're not sure.

25                And what we've done is evaluate all of



PUB  re NFAT  03-03-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

312

1 these with the 2013 load forecast and updated

2 information.  And then for Options 2 and 3, when you're

3 evaluating the higher level of DSM, we are expecting

4 our load growth will increase if -- if the pipeline

5 proposals that are being actively pursued right now,

6 the oil pipelines that take oil from Western Canada to

7 Eastern Canada, that there's two (2) major pipelines

8 being pursued right now, that if those happen, we could

9 see load growth increase around 2019, but up to

10 something that's over 1 1/2 thousand gigawatt hours.

11 We used a 13 gigawatt hour pipeline sensitivity, and we

12 repeated those there, and that way, you -- you don't

13 underestimate the value of the DSM, because as the load

14 grows faster, the -- then the DSM becomes more valued,

15 and so those results will be provided next week.

16                We're also using the same runs to

17 compare the Preferred Plan against the keeyask-gas plan

18 with the seven fifty (750) tie-line versus an all-gas

19 plan.  With the -- the two (2) levels of DSM to get a -

20 - a sense of the optimization between those.  And we'll

21 be presenting information on that next week, as well.

22                Then we go to the finance panel, dealing

23 with the targets, how they do their evaluation, all the

24 metrics that you'd expect to see from the financial

25 evaluation.  We'll deal again with the
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1 intergenerational equity, and some consideration of

2 provincial credit ratings.  And I won't go through any

3 explanation of those, I think, just to save some time

4 here.

5                Briefly, particularly for people who

6 haven't been as involved in this NFAT process for the

7 last while, we've got the two (2) different

8 evaluations: the economic and the financial.  And

9 what's the difference between them?  The economic

10 evaluation only thinks about the costs and revenues

11 that are related to that project proceeding or not.

12 It's an incremental analysis.

13                The financial analysis looks at the --

14 all the reve -- the rev -- costs and revenues from the

15 Company, whether they're reallocated or overhead or

16 sunk costs, or whatever.  There's -- the economic

17 evaluation concerns itself only with the project or

18 things that are affected by the project.  The financial

19 evaluation is the whole company, and very similar to

20 the IFF and the CEF, it -- it's really repeating those,

21 but as almost to sensitivities.

22                The economics measure the end pre -- net

23 present value that I mentioned.  It's for the -- for

24 the project, or for the plan.  The financial evaluation

25 doesn't come up with a single metric.  It has hundreds
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1 of measures, rate increases, and all the financial

2 targets and objectives, and on a year-by-year basis.

3                Economics is done in the real terms;

4 that is, inflation removed.  Financial evaluation, we

5 do it in current dollars we -- we -- and leave

6 inflation in.  Depreciation.  In -- it came up from --

7 with one (1) of the independent consultants, My

8 goodness, your economic evaluation doesn't have a

9 depreciation or -- or a revenue requirement.  Well, we

10 don't do -- that isn't done in the economic evaluation.

11 That's done in the financial evaluation.

12                When you do -- in standard approach in

13 economic benefit cost benefit cost evaluation, you do

14 it for the life of the asset you're evaluating.  Now,

15 we don't pretend we can do a seventy (70) year study

16 and have excellent forecasts all the way through.  We

17 have a thirty-five (35) year detailed study period and

18 forecast for that, and then we have an extension beyond

19 that with some assumptions that we'll explain later in

20 another panel where we calculate the -- what's called

21 the residual value, or the -- the value of the asset at

22 the end of the thirty-five (35) years.  And -- and you

23 can do that in different ways, and the -- the way we

24 done it we think is the best way, and we'll certainly

25 discuss that.
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1                In the financial evaluations, you don't

2 have to do a residual value because you do it year by -

3 - you calculate year-by-year, and that's another big

4 difference between the two (2) evaluations.  It's come

5 up in -- with the independent consultants is that in

6 our economic evaluation, we don't look at the economic

7 evaluations every ten (10) years or for different

8 periods of time.

9                That's because standard approach with

10 economic evaluations, it's for the project over its

11 asset life.  What Manitoba Hydro has always done is

12 look at the year-by-year impacts.  That's the financial

13 evaluations.

14                Then we move onto the Societal Panel,

15 and this is where we deal on a screening level with the

16 environmental and socioeconomic, partnership and

17 Aboriginal benefits, and I emphasise macro-

18 environmental and screening.  This is not to be a

19 repeat of the environmental assessments being done --

20 having been done for Keeyask, going to be done for

21 Conawapa, going to be done for the transmission, or any

22 other resource that's going to be built.

23                The terms of reference are very explicit

24 on that.  We're not to repeat the environmental

25 assessment.  So we presented the -- these issues on a -
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1 - on a screening or a macro level.  We deal with the al

2 -- alignment of the Manitoba legislation or strategies,

3 then we provide what's called an economics im --

4 impacts analysis, and that can be kind of confusing

5 because we just talked about economic evaluations.

6 What this is about is if you do these projects, or --

7 how much employment will be increased?  What happens to

8 the GDP, income in the province as a whole, tax revenue

9 as a whole?  And so that -- that's from a provincial

10 point of view.

11                Then we go to what's called a multiple

12 accounts societal benefit-cost analysis.  That's

13 something that takes all of these various elements and

14 brings them together and evaluates them from a

15 provincial societal point of view.  Not from a Manitoba

16 Hydro point of view, and that's very much in keeping

17 with the NFAT terms of reference and looking at the --

18 the long-term best interest of Manitobans.

19                I don't think I'll spend much time on

20 the benefit costs; we're running rather late tonight.

21 I think I've indicated it from a provincial-societal

22 point of view.  The one (1) point I'll make is that one

23 (1) of the things it does is that, where there are

24 benefits that are Manitoba Hydro benefits evaluation

25 and the rates benefit -- rates evaluations don't take
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1 into account there are benefits that are not accounted

2 for there.  This analysis tries to monetize those or

3 put a dollar value on.

4                And an example of that:  You've got high

5 unemployment and you reduce that employment, then

6 that's a benefit, and the -- the -- in that you -- you

7 adjust the -- the cost of the labour and you reduce the

8 cost of the labour for that.  So that's -- that's one

9 (1) example of that.

10                But not all things can be monetized, and

11 those are dealt with in that in a qualitative fashion.

12                These accounts are the same ones I

13 mentioned earlier.  It brings them all together.  I

14 won't go through those again.

15                This is something that we're going to

16 spend the next three (3) hours on.  Seriously, this is

17 just up to depict that -- what Mr. Thomson was talking

18 about: the gateways.

19                This is out of chapter 13.  I'm not

20 going to go through this.  You have the -- the five (5)

21 pathways, and -- and there are literally hundreds of

22 decision points you could point to.  This is a

23 simplified version of, over time, the kind of decisions

24 and gateways we'd be talking about and the different

25 plans and the flexibility we have.  And we will be
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1 talking about that at the end of the four (4) panels.

2                And my last overhead is really just a

3 summary again of why Manitoba Hydro -- we conclude that

4 the preferred plan is in the best long-term interests

5 to Manitobans and is needed.  We have our load growth.

6 Even with expanded DSM, we are going to need new

7 supply.  The interconnections are always beneficial,

8 and if we develop more hydro, the new exports will

9 further increase their benefits.

10                The rates we've -- we conclude will be

11 the lowest rates in the long term.  We recognize there

12 will be in the medium time -- term some slightly higher

13 rates, but we feel it's a fair tradeoff from an inter-

14 generational point of view.  The plan supports our

15 long-term fiscal health with higher levels of fixed

16 assets and retained earnings.  We're in better shape to

17 deal with things like droughts or other contingencies.

18                We get the most improvement and load

19 reliability and energy security of all the plans,

20 certainly for over the first twenty (20) years.  It's

21 robust, larger financial transfers, benefits socio-

22 economic, major reduction in greenhouse gasses.

23                Climate change as been identified as one

24 (1) of the most, if not the most, severe environmental

25 issue in the world today and a threat to bio-diversity,
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1 whether it's caribou in northern Manitoba, whether it's

2 people in the deserts, whether it's the Arctic which is

3 experiencing climate change faster than anywhere on the

4 earth.  Polar bears.  So that's a major component of

5 our plan is that consideration.

6                And lastly, the hydro is a renewable

7 energy, gas is not.

8                Thank you.

9                THE CHAIRPERSON:   Thank you very much

10 for your presentation, and we look forward to drilling

11 down into these topic areas as we proceed over the next

12 few weeks.

13                Now, I don't know if there's any

14 additional business to conclude tonight.  If not, we

15 will adjourn the proceed -- oh, go ahead, Ms. Ramage.

16                MS. PATTI RAMAGE:   One (1) small matter

17 of business is that Mr. Wojczynski's presentation

18 should be assigned an exhibit number and entered into

19 the record.  I believe, subject to check, it'll be

20 Manitoba Hydro Exhibit 86.  But maybe we can just

21 confirm that in the morning.

22

23 --- EXHIBIT NO. MH-86:     Copy of presentation by Ed

24                             Wojczynski

25
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1                THE CHAIRPERSON:   Okay.  There being no

2 other business to conclude, I will adjourn the

3 proceedings, and we'll see each other again tomorrow

4 morning at nine o'clock.  Thank you very much.

5

6 --- Upon adjourning at 5:19 p.m.

7

8

9

10 Certified Correct,

11

12

13 _____________________

14 Cheryl Lavigne, Ms.

15

16

17

18

19

20

21

22

23

24

25
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