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1 --- Upon commencing at 8:59 a.m.

2

3                THE CHAIRPERSON:   Good morning.  It's

4 nine o'clock.  I think that we can start today's

5 proceedings, so welcome back, everyone.

6                Mr. Gange, are you ready to begin your

7 questions?

8                MR. WILLIAM GANGE:   Thank you very

9 much, Mr. Chair.

10

11 MANITOBA HYDRO PANEL 4 - FINANCE RESUMED:

12             DARREN RAINKIE, Previously Sworn

13             SANDY BAUERLEIN, Previously Sworn

14              LIZ CARRIERE, Previously Sworn

15              MANNY SCHULZ, Previously Sworn

16               IAN PAGE, Previously Affirmed

17

18 CROSS-EXAMINATION BY MR. WILLIAM GANGE:

19                MR. WILLIAM GANGE:   Diana, if you could

20 go to page 127 of Volume I?

21                Ms. Carriere, in an earlier panel, I had

22 asked Mr. Rainkie about this graph on -- on page 127,

23 the retained earnings graph.  And Mr. Rainkie had

24 volunteered, very kindly, your services to explain the

25 -- the effects of that.
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1                What -- what we had asked for was if

2 this graph could be redone, and instead of using three

3 (3) cents per kilowatt hour on the blue line, using

4 eight (8) cents per kilowatt hour, being the -- the

5 price of the export firm sales.

6                You've looked at this, haven't you?

7                MS. LIZ CARRIERE:   Yes.  My department

8 is responsible for producing this --

9                MR. WILLIAM GANGE:   And -- and --

10                MS. LIZ CARRIERE:   -- particular

11 response.

12                MR. WILLIAM GANGE:   -- you and I had a

13 -- an offline chat about this, and -- and you had an

14 explanation for me in terms of -- of what was done.  So

15 maybe you could walk us through that.

16                MS. LIZ CARRIERE:   So this scenario

17 takes the DSM savings and assumes they're reduced by a

18 half (1/2), and that those savings are -- they're put

19 back into the domestic sales.

20                Your question on dependable sales is

21 that when we put DSM savings into a scenario, it's --

22 it's run through the -- the SPLASH model.  And there --

23 through that algorithm, they put as much as possible

24 into the dependable sales category, and it's -- it's

25 assumed to be sold at a -- a projected firm sale price.
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1 So it is at the higher price than the opportunity.  And

2 then whatever else is remaining after the dependable

3 energy is -- is either assumed to be sold on

4 opportunity, or reduces fuel and power purchased.

5                MR. WILLIAM GANGE:   And in sending it

6 through that SPLASH model, you -- you indicated that --

7 that the modelling system uses as much as possible for

8 firm sales.  I'm not sure what you mean by that.

9                MS. LIZ CARRIERE:   Well, as much as --

10 as much dependable energy is available from those

11 incremental savings.  I'm not sure, really, what the

12 volumes are relative to the total amount of -- of the

13 savings, but a portion of -- of those savings will be

14 available for dependable -- is part of dependable

15 energy, and is available for firm sales.

16                MR. WILLIAM GANGE:   And so the only

17 amount that would have been set at the -- at the -- in

18 -- in this chart at the eight (8) cent level would have

19 been that amount that the -- that -- that the SPLASH

20 system would have attributed to the dependable sale?

21                MS. LIZ CARRIERE:   That's correct.

22                MR. WILLIAM GANGE:   When -- what --

23 what -- does your department take a look at what's

24 available in terms of -- of firm power, as opposed to

25 opportunity sales, or is that Mr. Cormie's department?



PUB re MANITOBA HYDRO GRA  06-05-2015

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

2532

1                MS. LIZ CARRIERE:   That would be Mr.

2 Miles's department.

3                MR. WILLIAM GANGE:   Mr. Miles, I'm

4 sorry.

5                MS. LIZ CARRIERE:   M-hm.

6                MR. WILLIAM GANGE:   But your department

7 prepared this chart in -- in an attempt to understand

8 what the effect of DSM would be upon the system?

9                MS. LIZ CARRIERE:   That's right, but

10 it's based on the SPLASH results that we get from Mr.

11 Miles's department.

12                MR. WILLIAM GANGE:   Okay.  And -- and

13 what you just said was that you don't know what the

14 volume -- what -- what the -- the division is in terms

15 of the amount of energy saved as a result of the DSM,

16 and how that's divided between firm export prices and

17 opportunity prices.  Do I have that right?

18                MS. LIZ CARRIERE:   That's correct.

19                MR. WILLIAM GANGE:   Would it be

20 possible for us to find that out?

21                MS. LIZ CARRIERE:   I can take that

22 under advisement.  I'd be cautious about providing that

23 information in case you're able to back calculate the -

24 - the firm price.

25                MR. WILLIAM GANGE:   Oh, it's for sure
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1 that I won't be able to, Ms. Carriere, but -- so -- but

2 the -- the point of the question is just for us -- for

3 -- for Dr. Miller and Green Action Centre, and -- and I

4 to be able to understand this -- this chart, because,

5 quite frankly, the chart is very surprising to us.  And

6 -- and --

7                MS. LIZ CARRIERE:   M-hm.

8                MR. WILLIAM GANGE:   -- during the --

9 the original presentation of it, I think both Mr.

10 Rainkie and Mr. Cormie were also very surprised by the

11 chart.  So that's what I'm -- I'm -- the reason that I

12 am asking that question.  And -- and so if it's

13 possible in some way for you to be able to say, Well,

14 25 percent is being credited to firm export, or -- or

15 10 percent, that's what I would like to know.

16                MS. LIZ CARRIERE:   Okay.

17                MS. ODETTE FERNANDES:   Mr. Gange, maybe

18 we'll take that under advisement.  We'll go back and

19 speak with Mr. Miles, and see what we can provide you.

20                MR. WILLIAM GANGE:   And that's

21 perfectly fine.  I -- I understand --

22                MS. ODETTE FERNANDES:   Okay.

23                MR. WILLIAM GANGE:   -- the -- the

24 sensitivity to -- towards it possibly being

25 confidential information.
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1                       (BRIEF PAUSE)

2

3                MR. DARREN RAINKIE:   Mr. Gange, just

4 kind of ruminating on the discussion that we did have

5 on the previous panel, I mean, the surprise in -- in

6 the result, I was just thinking about some of the

7 discussion that we had with Mr. Kuczek on day one (1)

8 of the hearing.

9                If you remember back to NFAT, at -- at

10 that point what we had in terms of the different lev --

11 different levels of DSM, the current level, you know,

12 Level 1, Level 2, and Level 3, we did do -- and -- and

13 those were cruder -- maybe that's a poor word, but a --

14 a cruder representation of a -- of a detailed plan at

15 that point.  Remember, we did economic and financial

16 analysis on those various levels of DSM and -- and what

17 we found is that, I think at the DSM Level 3, it -- it

18 was -- that level of DSM was uneconomic.

19                So, of course, at some point, I don't

20 think it should be surprising that -- that the

21 investment -- there isn't a return on the investment.

22 It's just finding that -- that breakpoint, I -- I

23 suppose.  So I -- I agree with you in the previous

24 discussion.  It was a surprise, but -- but, you know,

25 there will be some point at which just on -- this is an
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1 economic representation here, a financial

2 representation that -- that the investment will not

3 have dividends, if you like.

4                MR. WILLIAM GANGE:   Yes, and -- and,

5 Ms. Carriere, when you're making the financial plans,

6 and -- and I take it, though, that you're taking into

7 account the savings that are being -- the savings in

8 terms of electrical use that are being used in the

9 domestic market as a result of DSM.

10                Would that be correct?

11                MS. LIZ CARRIERE:   Yes, there still

12 remains in -- in the red line, 50 percent of the

13 savings that was forecast in MH14.

14                MR. WILLIAM GANGE:   And -- and when

15 you're using those -- those savings and you're

16 projecting out into the future, how is it that you are

17 calculating the amount of DSM that you're expecting --

18 or the amount of savings of electrical usage as a

19 result of DSM going into the future?  How do you -- how

20 do you get that calculation?

21                MS. LIZ CARRIERE:   Well, this -- this

22 analysis, given that it was part of in response is --

23 has some simplifying assumptions.  It wasn't that -- we

24 didn't look at individual programs and which ones would

25 go forward and which ones would be pulled back.  It was
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1 simply taking the savings and cutting them in half.  So

2 it's a fairly high-level analysis, and it's not looking

3 at specific programs.

4                MR. WILLIAM GANGE:   Okay.  And -- and I

5 understand that -- that in reference to the graph.  But

6 just in reference to the process that you use in

7 developing the financial plan, the -- the targets for

8 DSM, how do you -- how do you use those in terms of --

9 of projecting your revenues into the future?

10                MS. LIZ CARRIERE:   Well, Mr. Kuczek's

11 staff give us the savings, and that gets incorporated

12 into the -- it gets priced into the general consumers

13 revenue forecast.

14                MR. WILLIAM GANGE:   Okay.  So that

15 comes from -- from Mr. Kuczek's department?

16                MS. LIZ CARRIERE:   It's based on the --

17 the Power Smart Plan, yes.

18                MR. WILLIAM GANGE:   Okay.  Thank you.

19 And -- well, we'll have some questions for Mr. Kuczek

20 in -- in terms of how that's done.  And so I guess that

21 would probably be the -- better the place, then --

22 because you don't -- you don't -- you just take his

23 numbers and then you use them for your purposes?

24                MS. LIZ CARRIERE:   Yes.  Mr. Kuczek's

25 plan is provided to not just my department, but also
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1 Mr. Miles's group, and from there they determine, you -

2 - they look at the energy supply and demand tables and

3 the peak supp -- supply and demand.  And that -- those

4 get input into the SPLASH model and produce the

5 generation costs and revenues for our forecast.

6                MR. WILLIAM GANGE:   So the -- the

7 future DSM savings that would be freeing up energy for

8 potential future firm power sales, all that information

9 is coming from -- from Mr. Kuczek's interaction with

10 Mr. Miles?

11                MS. LIZ CARRIERE:   That's right.

12                MR. WILLIAM GANGE:   Okay.  Thank you.

13

14                       (BRIEF PAUSE)

15

16                MR. WILLIAM GANGE:   Ms. Carriere, I

17 don't know if you remember this, but the -- the NFAT

18 report concluded that 85 percent of Conawapa's

19 dependable energy could be achieved at 8 percent of

20 Conawapa's cost through Power Smart.

21                Do you recall that conclusion that the

22 Board came to?

23                MS. LIZ CARRIERE:   I'm afraid I don't

24 recall that, no.

25                MR. WILLIAM GANGE:   Okay.
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1                       (BRIEF PAUSE)

2

3                MR. WILLIAM GANGE:   Thanks, Ms.

4 Carriere.  I'm going to come back to you, I think, in -

5 - in a bit.

6                Ms. Bauerlein, in your presentation on

7 this panel you had talked about OM&A costs, correct?

8                MS. SANDY BAUERLEIN:   Good morning.

9 That is correct.

10                MR. WILLIAM GANGE:   And one (1) of the

11 conclusions to which you came was that -- that the

12 increase that is being sought is not as a result of OM

13 -- OM&A expenses.

14                I think the -- the statement that you

15 made was that OM&A does not drive revenue requirement?

16                MS. SANDY BAUERLEIN:   I don't recall

17 saying that, but it would have been, I'm thinking, in

18 discussion of the overall accounting changes and that

19 the collective impact of the accounting changes are not

20 impacting revenue requirement.  If I said something

21 different, then I would --

22                MR. WILLIAM GANGE:   No.  You know what,

23 Ms. Bauerlein, I'm lying.  That was Ms. Carriere that

24 said that.  So at -- at slide 4 of Exhibit 52, Ms.

25 Carriere, your -- your -- the conclusion that you came
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1 to and that you wanted the Board to understand that --

2 was that OM&A does not drive the revenue requirement?

3                MS. LIZ CARRIERE:   That's correct.

4                MR. WILLIAM GANGE:   And, now, I -- but

5 I do think, Ms. Bauerlein that -- and -- and I hope

6 that I wasn't completely hallucinating all of this, but

7 that you talked about at -- at slide 52 -- no, sorry,

8 slide 39 I guess it is.  Yes, thank you, that there is

9 a commitment to reduce approximately three hundred and

10 thirty (330) operational positions over the three (3)

11 year forecast.

12                That was part of your presentation,

13 wasn't it, Ms. Bauerlein?

14                MS. SANDY BAUERLEIN:   That is correct.

15                MR. WILLIAM GANGE:   Thank goodness.  So

16 -- and -- and in your presentation you mentioned that -

17 - that you expected to be reducing the workforce

18 through a number of factors, one (1) of which was

19 attrition due to retirement, correct?

20                MS. SANDY BAUERLEIN:   Yes.  We're

21 really taking advantage of attrition opportunities to

22 reduce positions.

23                MR. WILLIAM GANGE:   Were you present

24 when Mr. Velie, from the IBEW, gave his presentation?

25                MS. SANDY BAUERLEIN:   I wasn't in this
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1 room, but I was listening to the presentation.

2                MR. WILLIAM GANGE:   Good enough.  Mr.

3 Velie made a very passionate plea to the Board, saying

4 that from the position -- from the perspective of the

5 IBEW, your workforce, at least in -- in the fields of

6 the IBEW is concerned, he says it's quite thin, and it

7 says as thin as it can go.

8                Do you recall him talking about that?

9                MS. SANDY BAUERLEIN:   Yes, I do.

10                MR. WILLIAM GANGE:   My understanding of

11 Mr. Velie's presentation was that Manitoba Hydro is

12 already past the point of the minimum number of

13 employees in -- in his union.  Do you recall him saying

14 words to that effect?

15                MS. SANDY BAUERLEIN:   Yes, I do.

16                MR. WILLIAM GANGE:   In analyzing this

17 in terms of -- of reduction of the workforce, what

18 steps is Manitoba Hydro taking to be certain that its

19 staffing component is adequate?

20

21                       (BRIEF PAUSE)

22

23                MS. SANDY BAUERLEIN:   Each area, in

24 evaluating where they could eliminate positions, it was

25 a very detailed analysis.  It looked at the type of
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1 work that -- that position would perform, what the

2 impacts would be.

3                So at each step in that evaluation of

4 where those positions could be eliminated, there was an

5 understanding by management of what the impacts of

6 eliminating that position would be.

7                And in management's understanding and --

8 and their thoughts on -- on eliminating that particular

9 position, they would feel that they were not putting

10 employees at -- at any type of risk.

11                I know one (1) of the comments, you

12 know, made by Mr. Velie was with regards to safety.

13 When we actually look at our safety records, we've

14 actually improved our safety records significantly over

15 the last number of years.

16                So management is very -- safety, for

17 example, is our number 1 priority.  And while I do

18 respect the comments made by Mr. Velie, we do not agree

19 that we are putting employees in any type of risk in

20 terms of -- by reducing the number of positions that we

21 have.

22                And again, these positions are being

23 eliminated throughout the company.  So it is not just

24 IBEW positions.  It would be positions in our CUPE

25 jurisdiction -- our union, other unions, as well as --
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1 as positions in what we consider to be corporate

2 exempt.

3                MR. WILLIAM GANGE:   No, and I

4 understand that.  I understand that it wasn't just a

5 situation where you're -- where you're focusing on IBEW

6 members.  But he did have a concern that was expressed

7 quite forcefully.

8                Are you -- is -- is management expecting

9 longer wait times for repairs and for emergency

10 services as a result of these cutbacks?

11                MR. DARREN RAINKIE:   Mr. Gange, that's

12 what I was just going to add on to what Ms. Bauerlein

13 indicated, is that one (1) of the large initiatives

14 we've had on -- or two (2) large initiatives we've had

15 going in the last number of years is the consolidation

16 of our rural offices into hubs or centres of excellence

17 and mobile workforce management, improving the

18 technology that folks have in their trucks to be able

19 to provide customer service.

20                And we believe, by consolidating and

21 rationalizing, we can actually provide better service

22 and better response times to -- to our customers.

23                So as -- as Ms. Bauerlein -- and I

24 respect Mr. Velie's comments and views on this, but

25 what we see is an improvement in response times by
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1 bringing together centres of excellence, if you like,

2 with the right staff and the right -- the right

3 critical mass to be able to respond to customers'

4 needs.

5                So there might be a philosophical

6 difference there between ourselves and Mr. Velie, but

7 certainly those two (2) large initiatives that we have

8 we believe are going to actually improve service.

9                MR. WILLIAM GANGE:   And -- and, Mr.

10 Rainkie, on that point, is management tracking those

11 kinds of things so that you'll be able at some point to

12 be able to come back to the Board to say, Well, our

13 response time is -- is better than it used to be?

14                MR. DARREN RAINKIE:   Yes.  Mr. Read,

15 our vice president of customer service and

16 distribution, is tracking that, sir, as is the whole

17 executive of Manitoba Hydro.

18                MR. WILLIAM GANGE:   If none of the

19 three hundred and thirty (330) positions were removed,

20 so if I just give this hypothetical question to you --

21 and -- and I don't know if this is Ms. Bauerlein or --

22 or you, Mr. Rainkie -- but if none of the three hundred

23 and thirty (330) positions were removed, what effect

24 would that have upon the revenue requirement?

25                MR. DARREN RAINKIE:   Well, sir, I think
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1 we were talking yes -- just yesterday about -- if you

2 look at both salary and benefits and, you know, fully

3 allocated costs, if you like, of an EFT of being

4 somewhere in the neighbourhood of a hundred thousand

5 dollars ($100,000), I think if you do the math, three

6 hundred (300) times a hundred thousand (100,000) is

7 around the $30 million figure we were -- cumulatively

8 over the three (3) years that we were talking about

9 yesterday with Mr. Williams, I believe it was.

10                MR. WILLIAM GANGE:   Okay.  Thank you.

11

12                       (BRIEF PAUSE)

13

14                MR. DARREN RAINKIE:   Mr. Gange, I think

15 we did -- one of the IRs that we had up yesterday had a

16 more precise calculation of around 35 million, I think

17 it was.

18                MR. WILLIAM GANGE:   Great, thank you.

19                MR. DARREN RAINKIE:   That was my back

20 of the napkin math.  It cannot be that great.

21                MR. WILLIAM GANGE:   And thanks very

22 much, Mr. Rainkie.  I -- I didn't hear that because of

23 -- I -- I was away for part of yesterday.  What I'd

24 like to explore now is the relationship between

25 revenues and expenditures.
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1                Last year, Mr. Rainkie, you came before

2 the Board and asked for a 3.95 percent increase, or the

3 last time that we were here, and -- and the rate that

4 was awarded was two point seven-five (2.75), correct?

5                MR. DARREN RAINKIE:   That's correct.

6                MR. WILLIAM GANGE:   So there was a

7 shortfall there of 1.2 percent in terms of what you

8 were hoping for, and what you were awarded.

9                MR. DARREN RAINKIE:   That's correct.

10                MR. WILLIAM GANGE:   And this year the

11 calculations that you've come to the Board with were

12 based on 3.95 percent, but the most likely best-case

13 scenario for you  is that any award isn't going to be

14 put into effect until the first of July or the first of

15 August so that you've got at least a quarter of the

16 year where you're not going to be achieving 3.95

17 percent, correct, sir?

18                MR. DARREN RAINKIE:   Yes, that's

19 correct.

20                MR. WILLIAM GANGE:   So there's a

21 further shortfall that arises as a result of that right

22 off the bat.

23                MR. DARREN RAINKIE:   Yes, in this

24 fiscal year, sir.

25                MR. WILLIAM GANGE:   And if -- if we
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1 assumed that you had an excellent year in terms of --

2 of sales so that you had great water conditions, you

3 have continued sales to the United States, opportunity

4 prices perhaps go up, this is -- this is the

5 assumption, whether it's reality or not it doesn't

6 matter, but the -- the -- as a result of that you're --

7 you end up with a significantly greater income than you

8 had anticipated.

9                So those are the -- those are the

10 assumptions.  Does that have any -- does that make any

11 difference, sir, in terms of your expenditures?

12                MR. DARREN RAINKIE:   Not directly, sir,

13 because we are trying to maintain safe and reliable

14 service.  So -- and we're -- we're taking the long view

15 on this.  We're not overreacting or underreacting to

16 any particular event.  If you've -- I'm sure you've

17 been paying attention over the last number -- number of

18 days, Mr. Gange, and there's many things in our

19 business that have short blips up and short blips down.

20                And Manitoba Hydro tries to draw a

21 straight line through all of those occurrences in terms

22 of our -- our costs and our -- and the revenue side in

23 terms of having a gradual approach.  We provide an

24 essential service to Manitobans, so as I said yesterday

25 to Mr. Hacault, We're not a Big Buck's store.  We don't
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1 close thirty (30) stores when times get bad, and open

2 forty (40) stores when times -- times are good.  We're

3 there every day twenty-four seven (24/7) working our

4 services connected to your house.

5                MR. WILLIAM GANGE:   Sure.  So your

6 expenditures are fixed.  You're going to be incurring

7 those costs, whether you're making a whole lot more

8 money then -- then you anticipated isn't really going

9 to have an effect upon that.  That -- that's a safe

10 statement, sir?

11                MR. DARREN RAINKIE:   Yes.  I mean, I

12 don't -- I don't want to leave the impression with the

13 Board that we don't manage costs and revenues.  It's

14 not like we just sit around every day saying, Well, we

15 don't care what happens.  That's not what I'm trying to

16 say.

17                But if you look at the forecast that we

18 have right now, and the investments that we have to

19 make on behalf of Manitobans, it's actually a good

20 thing if we get those circumstances that you've just

21 outlined.  We can take that cashflow and invest it on

22 behalf of our customers.  It's not a bad thing.  We're

23 not diving for dollars.  We're -- we're trying to

24 manage in the three nine-five (3.95).  So I -- you

25 know, some of the gloomy outlook that we talk about
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1 here, I -- I don't get it.

2                MR. WILLIAM GANGE:   Right.  The bottom

3 line though is that -- that your expenditures are set.

4 Your expenditures are not tied to the current year's

5 results.  You -- you've got to be looking at this in a

6 more long term --

7                MR. DARREN RAINKIE:   Yes.

8                MR. WILLIAM GANGE:   -- plan.

9                MR. DARREN RAINKIE:   Yes.  As I said,

10 one of the good things about a hydraulic --

11 predominantly hydraulic system is that a lot of our

12 costs are fixed.  And so, you know, a large chunk of

13 our revenue requirement is fixed, sir.

14                MR. WILLIAM GANGE:   Right.  So the --

15 the reality of your situation is that you may have

16 wildly fluctuating revenues, but your expenditures are

17 -- you -- you know what they are?

18                MR. DARREN RAINKIE:   Yes, for the most

19 part, our expenditures are fixed costs that we already

20 have in place.

21                MR. WILLIAM GANGE:   So the mystery of

22 this whole process is -- is not what you're going to

23 spend, it's what you're going to get back to -- to you?

24                MR. DARREN RAINKIE:   Yes, unless

25 there's some significant event, like some of our lines
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1 go down, or some -- you know, that we've talked about.

2 I mean, we have billions and billions of dollars of

3 infrastructure and millions of assets out there every

4 day.  So there can be surprises on the cost side.

5 Those tend to be more capital in nature, perhaps, but -

6 - but in a large part, our revenue requirement is -- is

7 a fixed cost of providing service.

8                MR. WILLIAM GANGE:   And from -- from

9 your perspective, sir, from the perspective of Manitoba

10 Hydro, would it -- would it -- do -- do these two (2)

11 year rate reviews serve you well, or -- or would it be

12 better for us to be looking at a longer period of time?

13                MR. DARREN RAINKIE:   Well, sir, I -- I

14 think that we would prefer to have three (3) year rate

15 reviews.  That's the maximum in the Crown Corporation

16 Review and Accountability Act, if I -- if I understand

17 correctly.  As we've said, and I don't think it's any

18 secret, we -- we are about rate stability and

19 predictability for customers.  So to the extent that we

20 can have -- we can have certainty in the Company in

21 terms of the revenue stream and our cust -- customers

22 can have certainty in the revenue stream.  I think

23 that's beneficial to -- to all parties, sir.

24                So -- so we would -- we would like to

25 have three (3) year rate applications.  We would -- but
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1 up and above that, our perspective is -- is one (1) of

2 the longer term in setting those two (2) or three (3)

3 years, whatever the right, you know, saw-off point or

4 mix is in terms of the procedural part of this.  We

5 take a ten (10) year or more view.  And -- and it's not

6 -- not any secret.  I think it's all throughout our

7 material in the -- that we've presented in the last

8 five (5) months.  We believe that's the best

9 perspective from a public interest of view.

10                If you -- sorry, sir, I'm just going to

11 -- I'm going to fully answer your question, because I

12 think it's an important point.  And so when you look in

13 the forecast, you look at Bipole III coming in in a

14 couple of short years.  It's not twenty (20) years down

15 the line.  It's in a few years.  That's $400 million of

16 carrying costs, plus or minus.  A year or two (2) after

17 that, you have Keeyask with $600 million of carrying

18 costs.

19                So -- so what are we to do?  Are we to

20 just put blinders on about what's happening in the next

21 three (3) or four (4) years, and -- and just go with

22 inflationary rate increases?  I mean, CPI is just a --

23 some fictitious bundle of a -- of a household

24 expenditure.  It's just not a cost-of-service type of

25 mentality, right?  So what are we to do?
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1                And then are we going to -- we -- are we

2 -- are we going to, you know, rig accounting changes to

3 get us past this next year?  And then what's -- what's

4 act 2 of that, sir?  What's act 2 when we come to the

5 Bipole III and the impact of it?  What are we going to

6 do then?  There isn't $400 million worth of accounting

7 changes.

8                I'll be quite happy when IFRS is behind

9 us and we are through that confusing period of all the

10 changes, because we're going to have to deal with the

11 business reality.  Our belief is dealing with the

12 business reality is through the three point nine-five

13 (3.95) gradual rate increases, sir.  So sorry for the

14 long answer, but I think your question deserves a long

15 answer.

16                MR. WILLIAM GANGE:   Thank you.  Diana,

17 if you could put up page 71?  Thank you.

18                Mr. Rainkie, this was a chart that was

19 presented with respect to alternat -- alternate rate

20 scenarios.  And one (1) of the rate scenarios is set

21 out there in the white line of having a 5 percent rate

22 increase for the -- for -- for a period of three (3)

23 years.

24                Is that correct, sir?

25                MR. DARREN RAINKIE:   Yes, that's
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1 correct, sir.

2                MR. WILLIAM GANGE:   And then reducing

3 that to 3 percent for the next number of years?

4                MR. DARREN RAINKIE:   Yes, that was an

5 equivalency to the 3.95 percent straight through that

6 period.

7                MR. WILLIAM GANGE:   Right.  So that

8 with the idea that -- that you end up at basically the

9 same point at the end of that period of time, correct?

10                MR. DARREN RAINKIE:   That's correct.

11                MR. WILLIAM GANGE:   And the advantage

12 of having the 5 percent rate increase up front is that

13 you would be -- you -- you -- well, the chart shows

14 that you'd be raising significantly more money at the

15 start of this period with which to fund those capital

16 projects.

17                Isn't that the -- the situation, sir?

18                MR. DARREN RAINKIE:   That's correct,

19 sir.

20                MR. WILLIAM GANGE:   We're just not

21 certain, sir.  I -- I recognize that this is perhaps an

22 outlier position at this hearing, but on behalf of

23 Green Action Centre, we're not certain why you wouldn't

24 have come to the Board with this scenario, because it

25 seems to -- to Green Action Centre that this provides
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1 for a healthier bottom line of the Corporation through

2 the most difficult period of time.  First of all, that

3 -- that -- so that's -- that's my editorial comment.

4                And -- and would you agree with me that,

5 in fact, the 5 percent rate increase for those first

6 three (3) years would, in fact, result in -- in a

7 better equity ratio and -- and more resources with

8 which to fund these -- these capital projects?

9                MR. DARREN RAINKIE:   They certainly

10 would, sir, yes.

11                MR. WILLIAM GANGE:   Okay, so that's --

12 that's the introduction part.  The second part is, why

13 wouldn't that be the -- the preferable approach from

14 the perspective of Manitoba Hydro?

15                MR. DARREN RAINKIE:   Well, sir, for a

16 number of years now, going back, I think, to IFF12, we

17 indicated that we were going to do our best to manage

18 within the 3.95 percent rate increases, and we are

19 trying to keep our commitment to our customer base and

20 to the Board.

21                Certainly, this scenario would -- would

22 be better.  And it's -- and I would also remind all

23 parties that this is the equivalency to get back to a

24 10 percent equity ratio, so it's not the equivalency to

25 maintain a 25 percent equity ratio.  And what it would
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1 do is it would help us maintain our reserves.

2                I'll go back to the Manitoba Hydro Act

3 and that the cost of service -- the price of power for

4 Manitoba Hydro that the Board regulates is the cost of

5 providing service, the cost of financing, plus reserves

6 for rate stabilization and reserves for the renewal of

7 the works of the Corporation.  That is what's baked

8 into the -- our -- our basic reason for being, the

9 Manitoba Hydro Act.

10                And certainly it's not -- when people

11 keep asking me the question, Well, your board has

12 accepted the losses, like it's some favourable thing, I

13 -- I think we have accepted the financial outlook with

14 some trepidation.  I don't think any responsible person

15 can look at that outlook, unless you want to just cut a

16 line at 2016/'17 and say, Hey, let's put the blinders

17 on, on every year after that, which has been suggested,

18 I think, at this hearing, by some parties, you know, it

19 would -- it would be better for us.

20                But we're trying to maintain our -- our

21 gradual, steady, predictable pattern and -- and, as I

22 said, try to balance -- balance both the impact on

23 customers with the financial integrity of the

24 Corporation.  But the financial integrity of the

25 Corporation is not for my benefit, it's not for Mr.
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1 Thomson's benefit, it's not for Manitoba Hydro as a

2 corporate entity's benefit.

3                That -- those reserves that I talked

4 about that are mentioned in the Hydro Act are there for

5 the protection of customers, so we have to understand

6 that.

7

8                       (BRIEF PAUSE)

9

10                MR. WILLIAM GANGE:   I'm not really sure

11 that you answered my question, so I'm -- I'm going to

12 rephrase it, because the question that I asked is:  Why

13 wouldn't you have come to the Board and -- and with

14 this scenario?  And -- and you did say that -- that

15 you've wanted to attempt to use a -- a predictable,

16 steady increase.

17                Can -- can I take that answer also to

18 mean you were afraid it just wouldn't fly, to -- to be

19 using a 5 percent increase for -- for the first three

20 (3) years, and then -- and then 3 percent for the --

21 for the next time period?

22                MR. DARREN RAINKIE:   Well, I'm -- I'm

23 not sure that it wouldn't fly, but we're not try -- in

24 the 3.95 percents, we're not trying to play games with

25 the Board.  We're not trying to jack up the --
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1                MR. WILLIAM GANGE:   And I'm not -- I --

2 no, no, Mr. Rainkie, please.  I -- I'm not -- I'm not--

3                MR. DARREN RAINKIE:   No, and -- and I'm

4 not taking your question --

5                MR. WILLIAM GANGE:   I'm not suggesting

6 that -- that you're playing games.  I -- I -- my

7 question was really was:  Based on the fact that it

8 seems, from -- from looking at this chart, that it

9 would be a healthier -- for -- for the -- for the

10 Corporation's benefit, it would be a healthier approach

11 to the bottom line if the 5 percent were asked for, for

12 those three (3) years?

13                MR. DARREN RAINKIE:   It would.  But

14 what we're trying to do is not just look at the bottom

15 line.  We're trying to look at the overall picture and

16 manage it both for the financial integrity of the

17 Corporation, balance between the financial integrity of

18 the Corporation and the impacts on customers.

19                We -- we believe that we can manage with

20 the three nine-fives (3.95), and -- and so that's our

21 commitment.  That's what we are trying to -- to bring

22 to the Board.  Certainly, there is a business case for

23 something higher.

24                The Board -- Board has the -- and the

25 PUB has the full discretion to, as you know, award
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1 anything that it sees fit in terms of determining the -

2 - the public interest.  So if the Board were so

3 inclined, I don't think I would filing a review and

4 vary application, Mr. -- Mr. Gange.

5                MR. WILLIAM GANGE:   Okay.  Thank you.

6                Diana, I didn't tell you this, so this

7 is a surprise.  Exhibit 45, Manitoba Hydro.

8

9                       (BRIEF PAUSE)

10

11                MR. WILLIAM GANGE:   Yes.  And -- and

12 then if you can go to the last page of the letter?

13

14                       (BRIEF PAUSE)

15

16                MR. WILLIAM GANGE:   And -- and, Mr.

17 Rainkie, I'm not certain if this is you or somebody

18 else on the panel, but Minister Struthers, in the

19 second last paragraph, mentions the significant load

20 growth associated with expected crude oil pipeline

21 expansion:

22                   "Given the magnitude of these

23                   demands, there may be merit in

24                   considering a special rate design for

25                   these customers."
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1                Is -- is this a reference to what we

2 dealt with several years ago, the industrial --

3 intensive industrial rate?

4                MR. DARREN RAINKIE:   I'm not sure it's

5 a direct reference to that type of a rate design.  I

6 think it's -- it's a general reference to considering

7 what that significant load growth would entail to the

8 Corporation, and whether or not there is a special rate

9 design.

10                Certainly, an industrial -- an energy-

11 intensive industrial rate design, as you mentioned, is

12 one (1) option.  But of course, we -- we try to look at

13 cost-of-service principles in terms of rate design.

14 And Mr. Barnlund, certainly on the next panel, will --

15 can help you with different options.

16                But I didn't take that as -- as a -- as

17 a -- a particular rate design, but just generally

18 understanding the awareness of that potential growth

19 and asking Manitoba Hydro to consider the options that

20 are available.

21                MR. WILLIAM GANGE:   And several years

22 ago, the -- the Board did have a hearing on the energy-

23 intensive industrial rate which eventually ended up

24 with no special rate being -- being formulated.

25                Does Manitoba Hydro have plans or -- or
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1 -- well, yes, have plans to reintroduce such a -- a

2 rate proposal?

3                MR. DARREN RAINKIE:   Not that specific

4 rate design, sir, of -- of -- it was separate from this

5 hearing, and it will happen in the cost-of-service

6 review that's planned for the fall or winter, I

7 suppose.  We have recommended to the Board a time-of-

8 use rate design for our large customers.

9                MR. WILLIAM GANGE:   What would be the

10 impact on the load if the -- if a -- a pipeline project

11 were to be introduced through Manitoba using -- using

12 electricity, sir?

13                MR. DARREN RAINKIE:   It's probably

14 something you're going to get a better answer if you

15 ask the next panel.  Between Mr. Kuczek, Ms. Morrison,

16 and Mr. Barnlund, I think can -- can help you through

17 that.  I'll -- I'll probably muddle it up more than

18 anything.

19                MR. WILLIAM GANGE:   Have -- have --

20 you're the finance panel.  Has -- has the impact upon

21 finances of an energy-intensive industry coming into

22 the province been considered?

23                MR. DARREN RAINKIE:   Well, this is a

24 comment about rate design.  Certainly, we have in --

25 the load forecast has a -- an assumption with respect
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1 to the load growth.  The revenues from that assumption

2 are included in the -- in the IFF, and the impact of

3 that load in terms of the mix of, you know, domestic

4 sales versus export sales is in IFF14.  I'm not sure

5 through all of the material that's on the record if we

6 segregated that out as your -- I think you're

7 suggesting, and I don't think we have.  But obviously

8 underlying IFF14 is the volumes and -- and the revenues

9 and the costs associated with that.

10                MR. WILLIAM GANGE:   If -- if an energy

11 intensive industry does come in though to an extent

12 where firm export sales cannot be made because of the -

13 - the load -- the effect upon the load, is it fair for

14 me to take from that -- that, that energy intensive

15 industry would negatively affect the financial results

16 of the -- of the Corporation?

17                MR. DARREN RAINKIE:   I'm not sure on

18 that, sir, because I think you have to look at all the

19 factors in terms of the load factor of the customer.

20 And this kind of goes as I said past my direct area of

21 expertise, but in considering rate design of course you

22 have to look at what those customers are -- are

23 bringing to the -- the system.  How they interrelate in

24 terms of the class that they're in, et cetera.

25                So I know we have a sensitivity on load
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1 increases up and down, and I think -- at least we --

2 yeah, we have -- we have a sensitivity on Appendix --

3 in Appendix 3.6, sir, but Ms. Carriere can probably

4 speak to the specifics of that.  I'm not sure if that

5 adequately answers the question, or not.

6                MR. WILLIAM GANGE:   It -- it might.

7 Perhaps, Ms. Carriere, you can advise Diana what --

8 what you're looking at, and then I can see it, too.

9                MS. LIZ CARRIERE:   It's in Appendix

10 3.6, the sensitivity analysis scenarios.  The first two

11 (2) lines on that table refer to the domestic load

12 growth scenarios.  And you can see that over a ten (10)

13 year period a higher domestic load growth results in a

14 $65 million impact over the ten (10) years to retained

15 earnings.  So that's the cumulative impact, so...

16                MR. WILLIAM GANGE:   I see.  So -- so a

17 $65 million -- do -- do I have this right?  It's -- it

18 -- you've got the incremental annual electric rate

19 increase or decrease.  Are you saying that -- that the

20 electric rate would decrease as a result of high

21 domestic load growth, or -- or it would increase?

22                MS. LIZ CARRIERE:   It would decrease.

23 It has a favourable impact on -- because of -- this

24 scenario assumes a -- that the load forecast is -- is -

25 - it's just on an average basis.  It's -- it doesn't
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1 assume any one particular customer category.  So it's

2 not exact -- directly relevant, but...

3                MR. WILLIAM GANGE:   Could we have that

4 same information, that -- that high domestic load

5 growth, with or without the pipeline load?  Like both -

6 - both of those?

7                Is that possible, Ms. Carriere?

8

9                       (BRIEF PAUSE)

10

11                MS. LIZ CARRIERE:   I'd have to take

12 that under advisement with the load forecast group.

13                MR. WILLIAM GANGE:   Okay.  If you can

14 do that, and -- and get back to us, that would be

15 great.  Mr. Chair, those are my questions.  Thank you.

16

17                       (BRIEF PAUSE)

18

19                THE CHAIRPERSON:   Thank you, Mr. Gange.

20 I now call on Mr. Orle, please, on behalf of MKO.

21                MR. GEORGE ORLE:   Thank you, Mr.

22 Chairman, members of the Board, members of the panel,

23 good morning.

24

25 CROSS-EXAMINATION BY MR. GEORGE ORLE:
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1                MR. GEORGE ORLE:   Mr. Rainkie, I'll --

2 I'll address my questions to you because you're the

3 easily identifiable one in the group, but if anyone

4 else wants to answer, and I specify 'wants to'.  I'm

5 not sure if anybody does.

6                Mr. Rainkie, I -- I represent MKO.

7 You're familiar with -- with MKO, the organization?

8                MR. DARREN RAINKIE:   Yes, sir.

9                MR. GEORGE ORLE:   I represent sixty-

10 five thousand (65,000) individuals in First Nations,

11 all First Nations in the north of Manitoba, all First

12 Nations being served solely by electrical power.

13                You'll agree with me, sir, that this is

14 a -- an easily identifiable group?

15                MR. DARREN RAINKIE:   Sure.  I -- I can

16 take that assumption.

17                MR. GEORGE ORLE:   Okay.  And you can

18 assume also that they're within a specified

19 geographical area of the province that's very easy to

20 identify?

21                MR. DARREN RAINKIE:   Yes, sir.

22                MR. GEORGE ORLE:   And they're all

23 located on First Nations reserves which are an easily

24 identifiable and recognizable political and social

25 group?
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1                MR. DARREN RAINKIE:   Yes, that's my

2 understanding, sir.  You're probably -- you're --

3 you're one up on me on that probably in terms of

4 specificity, but...

5                MR. GEORGE ORLE:   Okay.  In the course

6 of the -- the NFAT hearings I believe you were either

7 present or you had knowledge of -- of these facts that

8 the MKO First Nations have one (1) of the highest cut-

9 off rates of electricity within the province for their

10 group; that they have very high arrears that have

11 accumulated on -- on payments of electricity bills and

12 that they have identified that it's very difficult for

13 them to pay their electrical bills at the current Hydro

14 rates.

15                MR. DARREN RAINKIE:   I think I have a

16 general awareness of that, sir.

17                MR. GEORGE ORLE:   Okay.  Over the

18 course of the -- the last year since the -- the report

19 was made has Hydro had any consultations with MKO with

20 respect to either mitigation of rates or a manner in

21 which rates can be tailored to mitigate the effect of

22 the rate increase you're asking for?

23                MR. DARREN RAINKIE:   Well, sir, on the

24 next panel Mr. Kuczek is going to go through a number

25 of I think slides on some exciting initiatives I
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1 suppose in terms of Power Smart initiatives with First

2 Nations.  And so he is probably -- and his staff have

3 been the individuals that have had the -- the

4 consultation with the First Nations in general.

5                MR. GEORGE ORLE:   Okay.  I'm sorry, I

6 should have prefaced that with other than DSM programs

7 has there been any consultation in regards to rate

8 mitigation measures?

9                MR. DARREN RAINKIE:   None that come

10 directly to mind.  I know there was some discussion at

11 the -- during the interim application on those -- on

12 those matters in terms of filing of submissions between

13 your client and -- and Manitoba Hydro.

14                MR. GEORGE ORLE:   Okay.  And in

15 preparing your application have you anywhere identified

16 either specific funds or specific programs, again other

17 than DSM, that may have the result of mitigating some

18 of the rate increases proposed for MKO members?

19                MR. DARREN RAINKIE:   Not specifically,

20 sir.  I mean, we do have uniform rates in Manitoba so

21 we've had that for a number of years, of course.  So to

22 the extent that we have uniform rates the rate for all

23 Manitobans is the same regardless of the underlying

24 cost of service.

25                MR. GEORGE ORLE:   Has there been any
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1 discussion or any thought as to either creating a

2 special class or allowing for a special rate for MKO

3 First Nations?

4                MR. DARREN RAINKIE:   Not specifically,

5 sir.  Although as I ind -- just indicated we do have a

6 uniform rate acoss -- across Mani -- Manitoba which is

7 all -- already a -- a step in that direction, sir.

8                MR. GEORGE ORLE:   Yes, I -- I

9 understand the uniform rates, but we all know nothing

10 is set in stone.  And those were brought in for a

11 specific purpose and to correct a need that was

12 required at that time.

13                If you see a need in having a special

14 rate for First Nations that may have different needs

15 and may have different resources from other classes or

16 other ratepayers or within the same group could there

17 not be either some consultation or some investigation

18 as to whether or not there may be a way of setting up

19 specific rates for First Nations?

20                MS. ODETTE FERNANDES:   Sorry, Mr. Orle,

21 I think that would actually require a change in the

22 legislation, because the legislation is very clear that

23 rates charged for power supply to a class of grid

24 customers within the Province shall be the same

25 throughout the province.
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1                So I believe what you're requesting

2 would actually require a change in the legislation.

3

4 CONTINUED BY MR. GEORGE ORLE:

5                MR. GEORGE ORLE:   Yes.  Mr. Rainkie,

6 who -- who determines and sets up classes?

7                MR. DARREN RAINKIE:   Well, sir, Mani --

8 Manitoba Hydro does.  And then those -- that's provided

9 to the Public Utilities Board in terms of finalizing

10 that and implementing that in -- in terms of rates.

11                MR. GEORGE ORLE:   Has there been any

12 discussion or any investigation as to setting up First

13 Nations -- MKO First Nations as a class?

14                MR. DARREN RAINKIE:   No, sir, not

15 specifically, for the reasons that my -- myself and Ms.

16 Fernandes has mentioned.

17                MR. GEORGE ORLE:   Okay.  For a number

18 of years, MKO has come before the Public Utilities

19 Board and has complained about the fact that included

20 in the rates that they pay are the mitigation costs

21 paid by Hydro in regards to certain of the Hydro

22 projects.  You're -- you're aware of that situation,

23 sir?

24                MR. DARREN RAINKIE:   Yes, I am.

25                MR. GEORGE ORLE:   Okay.  And has Hydro
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1 taken any steps at all to identify what portion of the

2 -- the rates paid by MKO members are related to

3 mitigation expenses?

4                MR. DARREN RAINKIE:   Well, sir, it

5 would be possible to identify, I suppose,

6 proportionately what proportion of our revenue

7 requirement is related to the expensing of mitigation

8 costs.  But as I indicated earlier, we can -- we can --

9 we could do that.

10                But would we also then look at the

11 higher costs of providing service in the north?  Once

12 again, we -- that would be splicing out one (1)

13 particular variable, if you like, and -- and certainly

14 we can always try to do that.  But the other variables

15 would be, well, what is the real cost of service of

16 providing service in the north?  And I don't think your

17 client would want us to go to that extent and splice

18 that out.  That's, I think, why we have, you know,

19 uniform rates in Manitoba.

20                MR. GEORGE ORLE:   I -- I know.  And

21 that's why we have the uniform rates.  But

22 notwithstanding uniform rates, do you feel that it's

23 reasonable that First Nations that are receiving the

24 benefit of mitigation to damages that have been done to

25 them will them be paying for those damages themselves
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1 through their rates?

2                MR. DARREN RAINKIE:   I think if you

3 look at the overall rate and we compare that to the

4 cost of providing service, I think that, on a net

5 basis, the rates that Manitoba Hydro provide are very

6 reasonable in general.

7                MR. GEORGE ORLE:   Okay.  It's not

8 impossible for Hydro to actually make the calculation

9 as to what the mitigation expenses are and to what

10 portion of the rate would be made up of those -- of

11 those expenses?

12                MR. DARREN RAINKIE:   Sir, we could

13 identify the proportion of mitigation costs relative to

14 the total rates because we don't set rates strictly on

15 costs.  We -- we look at the revenue line and adjust

16 the revenue line over time to -- to meet our cost of

17 service.  It's not a, as I've said, 'Y' equals AX plus

18 'B' type of a calculation with great precision.  But

19 certainly, one could say that, of the total revenue

20 requirement, 'X' percent is, you know, mitigation

21 costs.

22                MR. GEORGE ORLE:   Okay.  Can that be

23 done for -- for this hearing?

24                MR. DARREN RAINKIE:   I think we might

25 have already, in an Information Request, calculated an
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1 estimate of the mitigation costs included in revenue

2 requirement.  I don't think we've gone to the second

3 step of dividing that by the total revenue requirement.

4                MR. GEORGE ORLE:   Okay.  If you would

5 be prepared to do that?

6                MR. DARREN RAINKIE:   Sure, we can

7 undertake to -- to look at that, sir.

8                MR. GEORGE ORLE:   Thank you.

9

10 --- UNDERTAKING NO. 45:    Manitoba Hydro to identify

11                             the proportion of

12                             mitigation costs relative

13                             to the total rates

14

15                MR. GEORGE ORLE:   Mr. Rainkie, in an

16 earlier panel, I believe I -- I had asked you some

17 questions relating to reducing your expenses by having

18 reductions made in the water rentals or in the capital

19 tax.

20                You -- you recall those questions?

21                MR. DARREN RAINKIE:   Yes, I do, sir.

22                MR. GEORGE ORLE:   And as an undertaking

23 to one (1) of those questions, you provided the Public

24 Utilities Board and -- and ourselves with a -- an

25 answer to the question of:  What amount of water



PUB re MANITOBA HYDRO GRA  06-05-2015

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

2571

1 rentals or capital tax reduction would be required to

2 bring the -- the large year increases of 8 percent down

3 to 4 percent?  And I believe you provided that to us.

4                MR. DARREN RAINKIE:   Yes.  I believe it

5 was Manitoba Hydro Exhibit 43 and 44, sir.  I think

6 there were a couple of different undertakings, Mr.

7 Orle, that you had requested.  Oh, sorry, I think it's

8 forty-two (42) and forty-three (43).

9                MR. GEORGE ORLE:   Thank you.  Earlier

10 in this week, we -- we had a few examples of -- of us

11 having to draw back on historical knowledge that

12 unfortunately I -- I was able, along with Mr. Page, to

13 remember some of those incidents going back to the

14 early '80s.

15                And I took a moment to -- to go back and

16 take a look at -- at a Board order.  And this is Board

17 Order 7/'03.  And I've asked Diana to please get that

18 for me.  And I would like to go to page 35 of that

19 document.

20                Back in '03, this Board released an

21 order, and as part of the information provided to the

22 Board -- and I'll just read off the -- the second

23 highlighted paragraph, Mr. Rainkie, that:

24                   "Hydro had previously negotiated an

25                   agreement with the province whereby
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1                   water rental rates would be frozen

2                   from 1989 to 2001 in exchange for

3                   Hydro undertaking a number of

4                   northern development initiatives.

5                   Total cost to Hydro were 154 million

6                   over the twelve (12) years, and while

7                   Hydro noted the freezing of water

8                   rental rates was beneficial to Hydro,

9                   it did not plan to negotiate a

10                   similar agreement in the future."

11                And I've highlighted that, Mr. Rainkie,

12 because it appears that at least at one (1) point in

13 time, Manitoba Hydro was prepared to go and to

14 negotiate and to make some effort to have water rental

15 rates dealt with in a way that was beneficial to

16 Manitoba Hydro, and in effect, beneficial to the

17 ratepayers.

18                Is there any reason why Manitoba Hydro

19 has not now, in this situation where we have such great

20 needs, not gone to the province and indicated that this

21 might be an appropriate time to do a similar type of

22 arrangement?

23                MR. DARREN RAINKIE:   Well, sir, first

24 of all, I think the important word in that paragraph is

25 "exchange."  That wasn't a -- a forgiving of amounts.
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1 That was a -- a freezing for Manitoba Hydro undertaking

2 a -- another -- a number of other initiatives.

3                And the -- I think, as Mr. Thomson

4 indicated on day 1, the -- the -- through our minister,

5 the province is aware of our financial forecast and the

6 effects of government payments on that forecast.

7                You and I had this discussion, and while

8 I'm not prepared to speak to government policy, because

9 that's not my place to speak to government policy, I --

10 I think it's a matter known, if you read the paper most

11 days, that the government will be balancing its own bal

12 -- budget by 2018/'19.

13                So I'm not sure they have -- and I'm not

14 speaking for them -- that they have the where --

15 wherewithal to provide the type of relief that's

16 included in those two (2) undertakings.

17                So -- so, sir, I guess I would summarize

18 it as hope is not a plan.  We cannot set rates -- we

19 have to set rates based on our known cost of service,

20 based on the legislation that is in place at that time.

21 We can't say -- set rates expecting that some relief

22 may come that is not forthcoming.

23                MR. GEORGE ORLE:   I -- I appreciate

24 that, Mr. Rainkie.

25                But my question, I believe, was similar
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1 to the one beforehand, that would it not be prudent,

2 and what is stopping you from actually taking that

3 initiative?

4

5                       (BRIEF PAUSE)

6

7                MR. DARREN RAINKIE:   Sir, we -- we

8 can't tell the province what to do in terms of their

9 transfer payments.  As I indicated earlier, they --

10 they are aware -- they are aware of -- of those.

11 They're aware of our forecasts.  They get our forecasts

12 and briefings on our forecasts, so it's not that there

13 isn't an awareness of the -- of the situation.  I  just

14 think that -- I'm not sure why the expectation is that

15 the government would -- would be able, in terms of its

16 own financial situation, to offer that level of -- of

17 relief at this point.

18                MR. GEORGE ORLE:   I -- I'm not asking

19 for -- for assumptions, or -- or to wonder about it.

20 The difference here is that we had a Minister indicate

21 that -- that the government was prepared to accept a

22 recommendation made by the Public Utilities Board that

23 there might be a reduction in certain of these items.

24                And I'm just asking, having made that

25 recommendation -- the Board making the recommendation,
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1 the government accepting it, why is it that Hydro just

2 ignores that situation and assumes it will wait until

3 something happens before coming to the Board and

4 saying, Here is all the information that you need to be

5 able to make these rate increases going into the

6 future?

7                MR. DARREN RAINKIE:   Sir, I -- I'm not

8 sure that I agree with your interpretation of the

9 recommendation that was made.  My understanding of the

10 recommendation that was made by the NFAT panel was that

11 the government would look at the payments and determine

12 if there were any programs that the government wanted

13 to implement in terms of helping vulnerable citizens.

14                I didn't interpret that recommendation

15 to be the freezing of payments.  I -- I interpret it as

16 being taking the revenue from those payments, and

17 determining whether they had the -- the government had

18 the wherewithal to -- to have some assistance or

19 whatever other program they might offer, sir.

20                So I -- I think we're operating on the

21 wrong premise.  Now, I stand to be corrected if there's

22 a different interpretation of that recommendation but

23 that's certainly how Manitoba Hydro took it.

24                MR. GEORGE ORLE:   Okay.  I think I

25 would be a lot more comfortable, Mr. Rainkie, if you



PUB re MANITOBA HYDRO GRA  06-05-2015

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

2576

1 had come here before the Board and were able to say, We

2 have asked whether there would be any relief from the

3 capital tax or the water rentals, and the answer we

4 received was, No, or if the answer that you received

5 was, Yes.

6                Or if the answer that you received was

7 that, This may be something that we will take into

8 consideration as part of the review process as we go

9 along, but that's not what I have.  All I have is the

10 fact that we're all just sitting and waiting for

11 someone else to take the initiative.

12

13                       (BRIEF PAUSE)

14

15                MR. DARREN RAINKIE:   Sir, I think I

16 have to tread -- tread carefully because as I

17 understand it, that discussions with government

18 officials are -- are not to be talked about in these

19 forums, but there -- there were discussions.

20                We had some minor relief forecast in our

21 IFF of capital tax.  I think it -- it's about five (4)

22 or $6 million a year on average over a four (4) year

23 period is -- was included in the -- in the IFF based on

24 those discussions, but it's not, you know, the $200

25 million, or $220 million a year that -- that had been
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1 included in the undertaking because that's just simply

2 a scenario.  It's a back calculation.

3                So there have been some discussions,

4 sir, but -- but nothing to the extent that -- that you

5 were hoping for.

6                MR. GEORGE ORLE:   Okay.  Mr. Rainkie,

7 the page previous to that, page 34, Diana, if you might

8 put that up, dealt with a special export profit

9 payment.  Were -- were you aware of that -- that

10 initiative, Mr. Rainkie?

11                MR. DARREN RAINKIE:   I think that was

12 the special dividend, sir.

13                MR. GEORGE ORLE:   Yeah, and it -- it

14 appears from the reading of the order that back in

15 2001/2002, Manitoba Hydro had a significant amount of

16 equity that had built up as a result of export sales,

17 and that there appeared to be some discussion as to

18 regards to where that money would go to.  And it

19 appeared that the province then passed legislation and

20 essentially ordered Hydro to pay $288 million to the

21 province.  Hydro borrowed that money, and I believe

22 that the total cost of that funding to the government

23 came to about $500 million.

24                And I was just wondering, Mr. Rainkie,

25 when we talk about intergenerational responsibilities,
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1 could our generation and the one that has already been

2 here not be able to say that, Look, we've already made

3 our contribution.  This money has come in, it was

4 Hydro's money.  It went out.  The responsibility for

5 building on the others for the exports should be borne

6 by those in the future.

7                MR. DARREN RAINKIE:   Sir, Manitoba

8 Hydro has existed for sixty-three (63) years, I think

9 it is.  And during that time frame, consistently

10 provided low cost, reliable service to the customers.

11 This was a one (1) time special payment from the

12 government, and the government is the shareholder of

13 Manitoba Hydro.  I am not going to make any policy

14 debate about whether or not that's a good or a bad

15 thing.

16                Manitoba Hydro follows the laws of the

17 Province of Manitoba, and that was a -- a determination

18 of public policy at that point in time based on the

19 particular circumstances of the day, but I -- I don't

20 think you can take a one (1) time payment and say,

21 Well, that -- that -- you know, that absolves everybody

22 from try -- investing in the power company they own for

23 the future.  I -- I don't equate those two (2), sir.  I

24 -- I...

25                MR. GEORGE ORLE:   In reality, Hydro
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1 cannot guarantee in any way that the profits that they

2 expect to receive in the future may in any way go back

3 to reduce Hydro rates?

4                MR. DARREN RAINKIE:   The profits, sir?

5 I'm not sure if you've actually looked at the financial

6 forecast in the material that we provided.  Where are

7 the profits?  Where are the large profits?  I think we

8 -- we have a contribution to retained earnings in the

9 next couple of years in the order of 1 million -- or

10 sorry, $100 million for a company that has $16 billion

11 worth of assets, sir.  And then we have forecast a

12 string of losses after that of -- in the order of $900

13 million.  So I don't know -- I don't look at those --

14 the -- the far -- projections that we have on the

15 record, and I'm not that scared about the government

16 taking a huge dividend from us, sir.

17                MR. GEORGE ORLE:   Thank you.  Those are

18 all the questions I have, Mr. Chairman.  Thank you, Mr.

19 Rainkie.

20                THE CHAIRPERSON:   Thank you, Mr. Orle.

21 I now call on Mr. Masi on behalf of the Manitoba Metis

22 Federation, please.

23

24 CROSS-EXAMINATION BY MR. TOMAS MASI:

25                MR. TOMAS MASI:   Thank you, Mr.
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1 Chairman, members of the panel.  I believe most of my

2 questions are directed to Mr. Rainkie, however, if

3 anyone else from the panel would like to answer any of

4 the questions, that would be fine by me.  If I could

5 direct the panel's attention to Board counsel's book of

6 documents, Volume IV, page 73, which I think Diana has?

7 And this is Appendix 11.32 of Hydro's application as

8 well.

9                I'd like to focus on the column titled

10 "Capital taxes."  And, Mr. Rainkie, in terms of the

11 amounts listed under the column titled "Capital Taxes"

12 for the fiscal years ended for 2010 through to 2015,

13 those are the amounts that Hydro has actually paid the

14 Province of Manitoba with respect to capital taxes.

15                Is that correct?

16                MR. DARREN RAINKIE:   I think 2015 in

17 this would still have been an estimate, but I think the

18 actuals are probably pretty close.

19                MR. TOMAS MASI:   Pretty close.  Fair

20 enough.  Or at least to 2014, then?  Those numbers are

21 actuals?

22                MR. DARREN RAINKIE:   Yes, sir.

23                MR. TOMAS MASI:   Thank you.  So just by

24 way of a quick example, if we look at the fiscal year

25 ended for 2014, Hydro paid the Province of Manitoba $60
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1 million in capital taxes.

2                Is that correct?

3                MR. DARREN RAINKIE:   That's correct,

4 sir.

5                MR. TOMAS MASI:   Okay.  And if we move

6 forward to the fiscal year ended 2016, Manitoba Hydro

7 projects to pay capital taxes to the Province of

8 Manitoba in the amount of 70 million for that fiscal

9 year.

10                Is that correct?

11                MR. DARREN RAINKIE:   Yes, sir.

12                MR. TOMAS MASI:   And the remaining

13 projections for capital tax payments to the province

14 for fiscal years ending 2017 through to 2034 are set

15 out within that same column, under the column titled,

16 "Capital taxes."

17                Is that correct?

18                MR. DARREN RAINKIE:   Yes, sir.

19                MR. TOMAS MASI:   And, Mr. Rainkie, I

20 understand that the annual capital taxes payable by

21 Hydro to the province is calculated by multiplying half

22 of 1 percent of Hydro's invest -- invested capital as -

23 - as it is at a particular year-end date.

24                Is that correct?

25                MR. DARREN RAINKIE:   Yes, the -- I
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1 think the technical term is paid-up capital, sir,

2 but...

3                MR. TOMAS MASI:   Paid-up capital?

4                MR. DARREN RAINKIE:   Paid-up capital.

5                MR. TOMAS MASI:   Thank you.  And just

6 looking back down to page 73 of Volume IV of Board

7 counsel's book of documents, I note that the capital

8 tax payments are expected to increase on a go-forward

9 basis through to 2034, I think, with exception to the

10 fiscal year-ended 2021.

11                Is that correct?  I -- I should say, Are

12 expected to stay the same or increase.  I notice

13 there's a few years where capital taxes stay the same,

14 at 117 million.

15                MR. DARREN RAINKIE:   Yes, sir, the --

16 because capital tax is paid on, essentially, the

17 financing side of the equation of our balance sheet, if

18 the assets of Manitoba Hydro are projected to double

19 over the next twenty (20) years, the capital tax would

20 follow course.

21                MR. TOMAS MASI:   And so if we just look

22 at a comparison between the fiscal year-ended 2013,

23 just on your point there, and the fiscal year-ended

24 2019, I note that the capital tax payments are expected

25 to almost double, from 55 million in 2013 to 104
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1 million in 2019.

2                Is that correct?

3                MR. DARREN RAINKIE:   Yes, sir, the

4 large investments that we're making are in the next few

5 years.  So as I've been indicating, the revenue

6 requirement's increasing 100 percent in that time frame

7 and -- and the balance sheet's doubling, and the

8 capital tax is following along in terms of your

9 calculation that you just mentioned.

10                MR. TOMAS MASI:   Precisely.  So the --

11 the reason for that -- that increase relates to the

12 project, such as Bipole III, Keeyask, the Minnesota

13 Transmission Line.

14                Is that correct?

15                MR. DARREN RAINKIE:   Yes, those --

16 those projects essentially double the size of the

17 Corporation.

18                MR. TOMAS MASI:   Right.  And they're

19 all expected to be in service by the -- by around the

20 2022 fiscal year-ended date?

21                MR. DARREN RAINKIE:   Yes, Keeyask will

22 come in service between, I think, 2019/'20 and '21.  I

23 forget the exact date of the final in-service, but I

24 think, for the purposes of our conversation, we can

25 move on.
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1                MR. TOMAS MASI:   Thank you.  I note

2 there appears to be another fairly significant jump for

3 capital taxes from the fiscal year ended 2023, and then

4 for the fiscal year ended 2024.  It goes from 107

5 million to 117 million.  Is that correct?

6                MR. DARREN RAINKIE:   Yes.  And just

7 further to the conversation that I had with Mr. Orle, I

8 think there was an assumption of some -- some small

9 relief on capital tax for a number of years.  And it's

10 escaping me exactly what years those are.

11                I don't know if Ms. -- Ms. Carriere or

12 Ms. Bauerlein can provide that?

13                MS. SANDY BAUERLEIN:   The relief is

14 from fiscal years 2019/'20 through to 2022/'23.

15

16                       (BRIEF PAUSE)

17

18                MR. TOMAS MASI:   Thank you for that,

19 Ms. Bauerlein.  Just in terms of the -- the question,

20 though, Mr. Rainkie, I am still noting that there is an

21 increase, though, from fiscal year-ended 2023 from $107

22 million to 2024, jumping to 117.

23                I -- I'm not sure if Ms. Bauerlein's

24 response in terms of the relief answers why there's a

25 fairly substantial jump of about $10 million in capital
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1 taxes between those two (2) years.

2                Can you provide any clarification or

3 explanation for that?

4                MR. DARREN RAINKIE:   I -- I think the

5 assumption of relief ends in that time frame because

6 most of the differential -- of course, we're also

7 investing in sustaining capital expenditures, so that's

8 also increasing our balance sheet and our debt and

9 equity, which would increase capital tax.

10                MR. TOMAS MASI:   Of course.  Diana, if

11 I can just get you pull page 32 of the NFAT final

12 report.

13

14                       (BRIEF PAUSE)

15

16                MR. TOMAS MASI:   And if you can just

17 scroll down there, just -- yeah, right there, just the

18 paragraph above Macroenvironmental Evaluation, the

19 title there.

20                It was noted by the Board in its NFAT

21 final report there that, at a 3 percent discount rate,

22 the net -- the seventy-eight (78) year net present

23 value of water rentals and capital taxes is expected to

24 be $6.1 billion for a plan that involves Keeyask and

25 the 750 megawatt transmission line.
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1                Is that correct, Mr. Rainkie?

2                MR. DARREN RAINKIE:   Sir, I think this

3 is the views of the panel.  I'm not sure that

4 calculation is attributed to Manitoba Hydro or some

5 other party at -- at the hearing.  I -- I can see it's

6 there in black and white, but I can't comment on the

7 calculation any further.

8                MR. TOMAS MASI:   That's actually my

9 next question.  I was wonder if you could verify

10 whether or not that would be Manitoba Hydro's position

11 as well, at least as of -- at that time?

12                MR. DARREN RAINKIE:   I'm -- I'm not

13 sure about the discount rate, but I'm sure we could go

14 back and determine if we had a view on that or not, sir

15 --

16                MR. TOMAS MASI:   I would appreciate

17 that.

18                MR. DARREN RAINKIE:   -- under

19 advisement.  Doing a lot of advisement this morning, it

20 seems, but --

21                MR. TOMAS MASI:   Fair enough.

22                MR. DARREN RAINKIE:   -- we could -- we

23 could undertake best efforts.

24                MR. TOMAS MASI:   Thank you.

25
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1 --- UNDERTAKING NO. 46:    Manitoba Hydro to make best

2                             efforts to advise if

3                             Manitoba Hydro had a

4                             position on the Board's 3

5                             percent discount rate in

6                             the NFAT final report

7

8 CONTINUED BY MR. TOMAS MASI:

9                MR. TOMAS MASI:   And even -- you could

10 explain obviously if you perhaps wanted to take a

11 discount rate.  But if you could provide the

12 calculation if -- if it's available to you with the

13 Board's discount rate of 3.0 percent, not necessarily

14 saying that that's going to be Hydro's position, I

15 would appreciate that.

16                MR. DARREN RAINKIE:   I assume that the

17 Board did not make that up by themselves, so there must

18 be a piece of paper somewhere in the twenty thousand

19 (20,000) that the Board had to read through that would

20 support that, sir.  Maybe we can find that -- that

21 piece of paper.  That might be the most direct route to

22 what you want.

23                MR. TOMAS MASI:   That would be great,

24 Mr. Rainkie.  I -- I wasn't present at the NFAT

25 obviously, but I presume it wasn't make up by the
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1 Board.

2                MR. IAN PAGE:   Mr. Masi, I could

3 perhaps speak to that.  I was present at the NFAT

4 hearing.  That calculation I believe was performed for

5 Manitoba Hydro by a consultant that we had who was

6 doing the -- the multiple account analysis for us.  So

7 I can -- I can have a look and -- and determine whether

8 that in fact was his calculation.

9                MR. TOMAS MASI:   That would be perfect.

10 Thank you, Mr. Page.

11

12                       (BRIEF PAUSE)

13

14                MR. TOMAS MASI:   And perhaps, Mr. Page,

15 if -- if Hydro could potentially provide an update to

16 that amount if -- if that has changed because I noticed

17 -- I note from this hearing that there have been

18 changes with respect to the 750 megawatt

19 interconnection.  So if -- if there could be an updated

20 amount provided, that would be apprec -- appreciated.

21                MR. IAN PAGE:   If it was a calculation

22 by Mr. Schaffer, he wouldn't have -- he wouldn't be up

23 -- in the process of updating that because we -- he's

24 not -- he's not under our employer.  If he provides us

25 with the formula, then perhaps we could do that.  So I
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1 -- I can look to see if it's possible for us to do

2 that.

3                MR. TOMAS MASI:   Thank you.  I'd also

4 ask if Hydro could undertake to provide the seventy-

5 eight (78) year net present value of water rentals and

6 capital taxes for the Keeyask, Minnesota Transmission

7 Line project, and the Bipole III project all together,

8 all three (3) projects, presuming the Board's three

9 point zero (3.0) discount rate as well.

10                Is that something that Hydro can

11 undertake to provide?

12                MS. LIZ CARRIERE:   I'm not sure that

13 we'll be able to provide that because our current

14 forecast is for twenty (20) years and not seventy-eight

15 (78) years.

16

17                       (BRIEF PAUSE)

18

19                MR. TOMAS MASI:   How about...

20

21                       (BRIEF PAUSE)

22

23                MS. ODETTE FERNANDES:   I think part of

24 the issue, Mr. Masi, is that we retained a consultant

25 in order to perform some of these calculations, and
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1 that -- and these calculations were specifically done

2 for the NFAT, which took a very long period of time,

3 whereas the information in front of this panel is only

4 for twenty (20) years, so --

5                MR. TOMAS MASI:   Understood.  Perhaps,

6 then, I -- I can revise the request for undertaking to

7 be based on a twenty (20) year net present value.

8 Would that be possible?

9                MS. LIZ CARRIERE:   As Mr. Page said, if

10 -- we will look at the -- the formula, and we'll see if

11 we can do that.

12                MR. TOMAS MASI:   Excellent.

13                MS. ODETTE FERNANDES:   Subject to

14 advisement.

15

16 CONTINUED BY MR. TOMAS MASI:

17                MR. TOMAS MASI:   And just one (1) final

18 undertaking.  Just to clarify, it would be an

19 undertaking, presuming you can get the calculation from

20 your consultant.

21                MS. LIZ CARRIERE:   I think Ms.

22 Fernandes just said that we would take it under

23 advisement, and if we can, we will provide it.

24                MR. TOMAS MASI:   Thank you.  That's

25 satisfactory to -- to me.  And then one (1) final
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1 undertaking.  Again, it would be conditional on -- on

2 obtaining the calculation -- or -- or the -- yeah, the

3 calculation from the consultant, would be a twenty (20)

4 year net present value of water rentals and capital

5 taxes for just the Keeyask project, and again,

6 presuming a three point zero (3.0) discount rate.

7                MS. LIZ CARRIERE:   I'm sorry, Mr. Masi,

8 but it's my understanding that that 6.1 billion is for

9 the entire plan.  We don't separate out the -- the

10 capital tax by plant.  I mean, we have done a

11 calculation for the -- for the Board in Appendix 11.15,

12 but the Corporation pays capital tax on the total debt

13 and equity of the Corporation.

14                And it's --it's very difficult to be

15 assigned those -- the -- the debt and equity

16 specifically associated with a single plant.  That

17 calculation was based on a comparison of plans.

18                MR. TOMAS MASI:   Right.

19                MS. LIZ CARRIERE:   And it was the

20 capital tax for the entire Corporation.

21                MR. TOMAS MASI:   So could -- could the

22 amount be provided presuming a plan that involves, for

23 instance, Keeyask, the Minnesota transmission line, and

24 Bipole III?

25                MS. LIZ CARRIERE:   That's what our
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1 current plan is, but it'll have -- we would have the

2 total capital tax for the entire Corporation --

3                MR. TOMAS MASI:   Right.

4                MS. LIZ CARRIERE:   -- including

5 sustaining capital, including DSM.

6                MR. TOMAS MASI:   Right.  So your point

7 is you wouldn't be able to separate it by project?

8                MS. LIZ CARRIERE:   Correct.

9                MR. TOMAS MASI:   Okay.  And, Mr. Page,

10 you -- you had a discussion a few days ago with Mr.

11 Peters regarding recent forecasts with respect to

12 natural gas prices.

13                Do you recall those discussions?

14                MR. IAN PAGE:   Yes, at a high level, I

15 mean, without getting into details of our forecasts,

16 but I was actually referring to the current prices of

17 natural gas.

18                MR. TOMAS MASI:   Right.  And as I

19 understand it, you indicated that you believed that

20 since the spring of 2014, there had been a

21 deterioration in gas prices right up until April of

22 2015.

23                Is that correct?

24                MR. IAN PAGE:   Yeah.  It -- it's a -- a

25 reduction in price.  It has happened, so it's not just
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1 a belief.  But it -- but since then, we've -- we've

2 seen a significant drop in the -- in the price of

3 natural gas, yes.

4                MR. TOMAS MASI:   Thank you for that

5 clarification.  And just so I understand it correctly,

6 I believe you had said the natural gas prices had gone

7 down -- gone from four sixty-six (466) in the spring of

8 2014 to as low as two sixty-one (261) in April of 2015.

9                Is that correct?

10                MR. IAN PAGE:   Yes.  And I -- and I

11 believe I also might have added that the -- I think as

12 of day before yesterday, the -- it was also -- two

13 sixty-one (261) was the price, so.

14                MR. TOMAS MASI:   Thank you.  And you

15 also indicated that due to a phenomenon known in the

16 natural gas industry as fraclog, the expectation by

17 forecasters is that the recovery of the price of gas

18 will likely be a really long, drawn out process.

19                Is that correct?

20                MR. IAN PAGE:   I indicated that there's

21 a -- an increasing concern that because of that

22 phenomenon, producers are -- are -- unwilling to sell

23 at these low prices.  They're holding back, and then as

24 the price starts to recover, then they'll -- then they

25 will start releasing their gas to the market.  And as
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1 that increasing gas comes to the market, that's going

2 to tend to limit the -- the rebound in the price.  So

3 it -- the expectations are that the recovery in price -

4 - in -- in natural gas prices could take a considerably

5 longer time than -- than people were previously have --

6 have forecast.

7                MR. TOMAS MASI:   Thank -- thank you for

8 that explanation.  Just in terms of -- I think you did

9 explain this fair -- fairly well to Mr. Peters, but

10 just in terms of the term 'fraclog', as I understand

11 it, it essentially means that there are a number of, in

12 this case we're talking about natural gas, so natural

13 gas wells that have been drilled, but not yet

14 hydraulically fractured.

15                Is that correct?

16                MR. IAN PAGE:   I'm -- I'm not sure of

17 the -- the status of them, but the -- the gas could be

18 -- could have been fractured, or it could not have --

19 or the rock could have been fractured, or could not

20 have been.  But I -- I'm not a geologist, so I don't --

21 I couldn't speak as to at what stage that they would

22 have -- be at the drilling.

23                It could just be even -- just gas sites

24 that have been identified and no drilling yet has

25 occurred, but there's the potential to do it.  And as
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1 soon as the price is there, then the drill goes in.

2 Others could be at the point where the -- the drilling

3 has happened and they've just capped the well, waiting

4 for the price to -- the price to be there.  So there'll

5 -- there'll be wells at various stages of -- of

6 completion that potentially could be in that stage --

7 in that waiting stage.

8                MR. TOMAS MASI:   Thank you.  And -- and

9 in terms of fraclog, the -- the problem essentially is,

10 is that as soon as firms that -- that have these wells

11 get the price signal that natural gas may be on its way

12 up, some of these firms can actually get to the natural

13 gas fairly quickly, put it back into the market, and

14 then drive the price back down again.

15                Is that -- do I understand that as being

16 --

17                MR. IAN PAGE:   In essence, each gas

18 producer's going to act on the price signals they see

19 and their act -- they're going to act in their own best

20 interest.  When they collectively do that, then it --

21 then it has the ability to alter what the -- the market

22 price.  So if -- if one (1) producer were to do

23 something and it may be very profitable, if they all

24 act in the same way then it -- it may render the action

25 moot.
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1                But -- so it's -- it's one (1) of those

2 things that -- that we have seen it before with

3 conventional drilling.  When gas prices were high,

4 there was lots of -- where lots of drilling were

5 happening.  Then lots of gas comes to the market.  That

6 immediately brings the price down, people stop

7 drilling, then the supply goes down.  Then the -- the

8 drilling activity goes back up.

9                So it -- it's -- it's not a -- it's not

10 something new.  The difference is now it is the -- the

11 quantity and -- and the -- and the low cost

12 availability of the gas and the prevailing low price.

13 So that -- that is -- is the change.  But the -- that

14 sort of driller's response to -- to the price is

15 certainly not new.

16                MR. TOMAS MASI:   Thank you.  I have no

17 further questions.

18                THE CHAIRPERSON:   Thank you, Mr. Masi.

19 Just an observation.  You are very fortunate to not to

20 have been part of the NFAT.  But maybe one day you will

21 get a chance to get another NFAT.

22                I believe that's all for this panel.  So

23 I want to, on behalf of the members of -- of our panel,

24 I'd like to thank you for your contribution to the

25 deliberations.  I want to thank you for the work you've
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1 done before the hearing, and during the hearing, and I

2 probably -- after you finish today, you'll probably

3 have to -- more work to do.  So thank you very much for

4 your contribution.  It's very much appreciated.  You've

5 been very good witnesses.  So thank you very much.

6 We'll take ten (10) minutes.

7

8                    (PANEL STANDS DOWN)

9

10 --- Upon recessing at 10:30 a.m.

11 --- Upon resuming at 10:42 a.m.

12

13                THE CHAIRPERSON:   Good morning.  Some

14 new faces this morning, so welcome.  We have -- I

15 believe we have some administrative issues to attend

16 to?

17                MR. BRENT CZARNECKI:   Good morning, Mr.

18 Chairman, panel members.  Yes, we do have a couple

19 undertakings to file, but I will file them after I

20 introduce the panel, just because of the way they've

21 been numbered, so we don't lose our sequence.  So I

22 just -- to begin, just present the load and the DSM and

23 the rates panel.  And we are missing Mr. Kuczek from

24 the panel today.  He's been ill the last couple of

25 days, so today he will not be here and not able to make
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1 the -- and contribute to the load and the DSM portion

2 of the presentation, unfortunately.

3                So what we propose to do is swear in

4 these witnesses as Mr. Kuczek has already been sworn in

5 and have Mr. Barnlund present the rates portion of this

6 panel, and then resume with Mr. Kuczek's part of the

7 presentation on Monday morning, and then carry forward

8 with cross-examination.

9                So to my left is a familiar face to the

10 Board, is Mr. Greg Barnlund.  And he is division

11 manager of the Rates and Regulatory Affairs Department

12 at Manitoba Hydro.  Beside Mr. Barnlund is Ms. Lois

13 Morrison, another familiar face to the Board.  She is

14 the division manager of Consumer Marketing and Sales at

15 Manitoba Hydro.

16                And then we have two (2) new faces to

17 the Board, although they may have been in the back row

18 in previous proceedings.  Beside Ms. Morrison is Mr.

19 Paul Chard.  And he is the division manager of Business

20 Support Services Division.

21                And to Mr. Chard's left is Ms. Colleen

22 Gal -- Colleen Galbraith.  And she is the affordable

23 energy supervisor at Manitoba Hydro.  So perhaps I

24 could ask Mr. Simonsen to swear in these witnesses.

25
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1 MANITOBA HYDRO PANEL 6 - LOAD, DSM, AND RATES

2                   GREG BARNLUND, Sworn

3                   LOIS MORRISON, Sworn

4                     PAUL CHARD, Sworn

5                 COLLEEN GALBRAITH, Sworn

6

7                MR. BRENT CZARNECKI:   And thank you.

8 And, Mr. Chairman, the CVs of these employees we filed

9 electronically this morning, and I believe they're in

10 front of everyone.  And I would ask that they be marked

11 as Manitoba Hydro Exhibit number 63.

12

13 --- EXHIBIT NO. MH-63:     CVs of Greg Barnlund, Lois

14                             Morrison, Paul Chard, and

15                             Colleen Galbraith

16

17                MR. BRENT CZARNECKI:   And we also have

18 filed at the same time was Manitoba Hydro 2015 GRA

19 electricity rates presentation which Mr. Barnlund will

20 get to shortly.  I would ask that that be marked as

21 Exhibit number 64, please.

22

23 --- EXHIBIT NO. MH-64:     Manitoba Hydro 2015 GRA

24                             electricity rates

25                             presentation
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1                MR. BRENT CZARNECKI:   Mr. Barnlund,

2 could you please outline your qualifications and

3 experience and your role with respect to this general

4 rate application?

5                MR. GREG BARNLUND:   Yes.  Thank you,

6 Mr. Czarnecki.  Good morning, Board Chairman, Board

7 members, ladies and gentlemen in attendance.  My name

8 is Greg Barnlund.  And I'm the division manager of

9 Rates and Regulatory Affairs in the finance and

10 regulatory business unit at Manitoba Hydro.

11                I'm a certified engineering

12 technologist.  I graduated from Red River Community

13 College in 1988 with a diploma in mechanical

14 engineering technology.  And I've been employed with

15 Manitoba Hydro and its pre -- and Centra Gas Manitoba

16 since 1989.  So I've been with the utility for twenty-

17 six (26) years.

18                I was appointed to the position of

19 division manager of rates and regulatory affairs in

20 June of 2013.  I've held a number of positions

21 throughout the organization with regards to industrial

22 marketing, rates, business development, and customer

23 policy.

24                My responsibilities include overseeing

25 the preparation of regulatory filings and applications
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1 to be put in front of the Public Utilities Board and

2 the National Energy Board and overseeing the

3 preparation of rates and cost of service studies for

4 both electric and natural gas operations and the

5 preparation and administration of business investment

6 policy for electric operations.

7                I first had the pleasure of testifying

8 before the Public Utilities Board in 1996.  I've

9 testified here on several occasions.  I've also

10 appeared before the National Energy Board and the

11 Federal Competition Tribunal.  I've testified to

12 matters related to cost allocation, rate design, terms

13 of service, service extension policy, gas-related

14 matters associated to the western transportation, and

15 the competitive landscape for natural gas sales in

16 Manitoba.

17                More recently, I testified before this -

18 - before the NFAT panel with respect to the impacts on

19 domestic electricity rates and compared the situation

20 of electricity rates in other jurisdictions.

21                I'm providing evidence on rate, rate

22 design, and other related matters with respect to this

23 General Rate Application.

24                MR. BRENT CZARNECKI:   Thank you, Mr.

25 Barnlund.
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1                Ms. Morrison, could you outline your

2 experience and your role in this application, please?

3                MS. LOIS MORRISON:   Thank you.  Good

4 morning, Mr. Chairman and members of the Board,

5 Intervenors, and others present.  My name is Lois

6 Morrison, and I hold the position of division manager

7 of Consumer Marketing and Sales in the customer care

8 and marketing -- customer care and energy conservation

9 business unit.

10                I'm a graduate of the University of

11 Manitoba, Faculty of Commerce.  I have been with

12 Manitoba Hydro for over twenty-five (25) years, and for

13 the majority of that time working in various roles

14 supporting our Power Smart initiatives.

15                In 2007, I moved into the role of

16 division manager of Business Support Services with

17 responsibilities including billing, metering, and

18 collections, returning to the consumer marketing and

19 sales division in 2010.

20                I have been involved in several

21 proceedings related to Manitoba Hydro's rate --

22 electric rate applications and more recently the Needs

23 For an Alternatives To public hearing on Manitoba

24 Hydro's Preferred Development Plan.

25                In my testimony, I'll be providing
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1 evidence with respect to Manitoba Hydro's electric load

2 forecast, heating fuel choice education initiatives,

3 and Manitoba Hydro's demand-side management

4 initiatives, specifically those serving the residential

5 and commercial sectors.  Thank you.

6                MR. BRENT CZARNECKI:   Thank you, Ms.

7 Morrison.

8                Mr. Chard, welcome.  Can you please

9 outline your experience and qualifications and your

10 role with this application, please?

11                MR. PAUL CHARD:   Yes.  Good morning,

12 Mr. Chairman and members of the Board, Intervenors.  My

13 name is Paul Chard.  I'm division manager of business

14 support services in the customer care and energy

15 conservation business unit.

16                I'm a graduate of the Faculty of Public

17 Affairs at Carleton University in Ottawa, and I have a

18 Master of Business Administration from the University

19 of Manitoba.

20                I joined Centra Gas Manitoba in 1996,

21 and I've held a variety of positions with both Centra

22 and Manitoba Hydro in the intervening nineteen (19)

23 years.  I moved into the role of division manager of

24 Business Support Services in November of 2013.

25                Business support services is a diverse
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1 division with responsibility for customer-focused

2 services that include electrical inspections, customer

3 metering, meter reading, customer billing, and credit

4 and recovery services.

5                This is the first time that I have

6 testified before the Public Utilities Board.  In this

7 proceeding, I will be providing evidence with respect

8 to Manitoba Hydro's credit and recovery services and

9 customer billing matters.

10                MR. BRENT CZARNECKI:   Thank you, Mr.

11 Chard.

12                Ms. Galbraith, can you please outline

13 your experience and qualifications and your role in

14 this application, please?

15                MS. COLLEEN GALBRAITH:   Good morning,

16 Mr. Chairman and members of the Board, Intervenors, and

17 others present.  My name is Colleen Galbraith, and I

18 hold the position supervisor of Affordable Energy

19 Department of the customer care and energy conservation

20 business unit.

21                I'm a graduate of the University of

22 Manitoba, Faculty of Arts, and I hold a master's of

23 business Administration from the Asper School of

24 Business.

25                I have been with Manitoba Hydro for over
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1 twelve (12) years working in various roles supporting

2 our credit and recovery services, customer service, and

3 Power Smart Initiatives.

4                This is the first time I have testified

5 before the Public Utilities Board.  In my testimony, I

6 will providing evidence with respect to Manitoba

7 Hydro's Affordable Energy Program, First Nations Power

8 Smart Program, and Neighbours Helping Neighbours.

9 Thank you.

10                MR. BRENT CZARNECKI:   Thank you, Ms.

11 Galbraith.  And just one (1) last note.  Mr. Kuczek's

12 CV was previously filed as Manitoba Hydro Exhibit

13 Number 32 when he appeared with Mr. Thomson and Mr.

14 Rainkie.  So for the record, it is -- is available

15 there.

16                With that, Mr. Chair, we would propose

17 to turn the microphone over to Mr. Barnlund to make his

18 presentation on the rates portion of this panel.

19                THE CHAIRPERSON:   Could I ask you to

20 introduce the members of the -- of the back row,

21 please, and what they do, please?

22                MR. BRENT CZARNECKI:   Sure.  We know

23 Ms. Fernandes.  Beside Ms. Fernandes is Ms. Louella

24 Harms who works in the rates department as well with

25 Mr. Barnlund.  Beside Ms. Harms is Louis Kessler who
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1 works in the load forecasting part of our Company.

2                Beside Mr. Kessler is Mr. Dale Friesen

3 who is in our customer service department with a focus

4 on the industrial customers.  And beside Mr. Friesen is

5 Ms. Rossane Sutton who is in our credit and recovery

6 department as well.

7                And thank you for the reminder, Mr.

8 Chairman.

9                One (1) -- one (1) more.  I thought it

10 was Ms. Gregorashuk hiding back there, but it's Ms.

11 Cheryl Pilek, who also works in the customer service

12 department.

13                THE CHAIRPERSON:   Welcome to all of

14 you.  Thank you.

15

16 PRESENTATION:

17                MR. GREG BARNLUND:   Good morning.  I'd

18 like to pro -- provide a brief presentation this

19 morning on the electric rates portion of our

20 application.  And I would like to touch on a -- a

21 number of topic areas, or a few topic areas that are

22 likely of interest to the Board.  There were questions

23 that were placed to the policy panel earlier that I

24 think can be addressed with the materials that we're

25 going to discuss this morning.
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1                I would encourage you that if you have

2 any questions, please, stop me.  This -- this is -- I

3 only have fifteen (15) or so slides to go through.  If

4 you have questions about it, I'd be more than happy to

5 -- to answer those questions, so.

6                So what I'd like to do first is just

7 give you a brief overview in terms of the rates that we

8 charge our customers.  And I think it's important we

9 have two (2) newer Board member pan -- Board members on

10 the panel here, and I think it might be useful for us

11 to bret -- just briefly touch on the rate structures

12 and the rates that we charge our customers.

13                In general, we have -- there's three (3)

14 main classes, if you would, of customers.  There's the

15 residential customer class, general service customers,

16 and then we have a class which we call area and roadway

17 lighting for lighting service customers.  We also

18 provide service to the remote diesel communities, and

19 I'm going to touch later on in the presentation about

20 the rates we charge for customers that are situated in

21 the four (4) communities that are served by diesel

22 generation.

23                Also like to just bring to the attention

24 of a Board that there are rate options and rate

25 programs that Manitoba Hydro offers that have been
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1 reviewed and approved by the Public Utilities Board,

2 including the surplus energy program, the curtailable

3 rates program, and the limited use of billing demand

4 program.  And there have been questions that I'm sure

5 will be posed of this panel in cross-examination where

6 we'd be happy to discuss the aspects of those

7 particular programs.

8                At a high level, I'd just like to give

9 you an idea of, I guess, the -- the way that we -- or

10 the amount of revenue that we're obtaining from

11 different customer classes here so we can understand

12 the perspective, the contribution that each customer

13 class makes towards the revenues of Manitoba Hydro.

14 And again, at a high level, I've broken it down into

15 the three (3) classes, residential, general service,

16 and area and roadway lighting.

17                Residential customer class, while by far

18 largest by number of customers, their energy

19 consumption of about 7,000 -- 7,600 gigawatt hours

20 produces revenues in the neighbourhood of $627 million

21 for Manitoba Hydro.

22                The general service customers are

23 obviously larger customers but fewer in number, but

24 their energy consumption is considerable.  Fifteen

25 thousand a hundred and eighty-six (15,186) gigawatt



PUB re MANITOBA HYDRO GRA  06-05-2015

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

2609

1 hours is -- is forecast consumption for all general

2 service customers in this particular 2015 rate year.

3 That would generate revenues of approximately eight

4 hundred and eighty million five hundred thousand

5 dollars ($880,500,000) for Manitoba Hydro.

6                Area and roadway lighting class is a

7 much smaller class, as you can tell, and it generates

8 revenues in the neighbourhood of $23.8 million.

9                I'd like to speak for a moment about

10 rate setting, and the basis by which we apply for rates

11 and which we rates -- which we typically seek approval

12 of rates in Manitoba, and this is also applicable in

13 other jurisdictions, too.  The question that obviously

14 a regulator has to contend within terms of discharging

15 their duty is the finding of just and reasonable rates.

16 And what basis does a regulator have for determining

17 the reasability (sic) of the rate proposal that's put

18 before them by the utility?

19                And typically in this jurisdiction, and

20 in almost every other jurisdiction in North America,

21 that determination is made on the basis of the

22 allocated cost and the revenues that are being

23 recovered from those customers, and the respect -- the

24 ratio of the -- of the revenues that were recovered

25 from that customer classes versus what it costs to
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1 serve that customer class.  Essentially, that is the --

2 the predominant criteria that a regulator will look at

3 in terms of term -- determination of just and

4 reasonable rates.

5                How are costs identified?  We take the

6 revenue requirement of the utility, and we allocate

7 that revenue requirement out to each customer class.

8                So there are formulae and there are

9 assumptions that are used in determining what the

10 respective cost responsibility is for each customer

11 class of the total revenue requirement.  This is an

12 important step, and it's also a step that has some

13 possible controversy to it from time to time, because

14 as you can appreciate, most costs that a utility have

15 are common costs.

16                We serve multiple customers off of a

17 feeder out of a substation, and we may serve customers

18 of different classes out of those facilities.  And so

19 there has to be some way of apportioning out the cost

20 of operating and owning that plant to each customer

21 class.  And that's what a cost allocation or a cost-of-

22 service study does.

23                And the matter of a cost-of-service

24 study, the assumptions, the treatment of the

25 assumptions within that cost-of-service study are
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1 subject to review from time to time by the regulator,

2 obviously.  Manitoba Hydro had brought forth in 2012

3 general rate application materials with respect to the

4 cost-of-service study that -- that we currently use in

5 terms of determining the cost allocation for customer

6 classes.

7                Due to the magnitude of that application

8 and -- and the priority of other subject matter in that

9 application, it was determined that matters of cost-of-

10 service would be deferred to be reviewed at a later

11 date.

12                Currently, Manitoba Hydro is

13 anticipating and is hopeful that we'll be able to

14 schedule a review of the cost-of-service matters later

15 in 2015.  It's been quite a number of years since those

16 matters have been determined.  And it's, I think,

17 timely that we examine those matters sooner as opposed

18 to later.  And in doing so, hopefully we can rece --

19 achieve some consensus in terms of the assumptions and

20 the attributes of the cost study to be used for rate

21 setting.

22                So that's how costs are determined.  How

23 are revenues determined?  Well, we essentially deal

24 with revenues separately.  We look at what our last

25 approved rates were, and we currently increment them by
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1 the amount of increase that we are seeking.  So if you

2 look at our application where we are asking for a 3.95

3 percent increase, we would essentially increase all

4 components of all rates by 3.95 percent.  And in that

5 way, we would generate the amount of revenue that is

6 indicated in our application, the $54 million we would

7 be seeking in this year.

8                The assumption we made in terms of our

9 application is we were applying for rates to be granted

10 at least on an interim basis for April 1.  In the

11 Board's determination, it wasn't ready and prepared to

12 grant an interim increase April 1.  I just wanted to

13 mention to the Board -- bring it to the attention, and

14 it's a matter we'll deal with in final argument,

15 obviously, but that for every month that goes past in

16 this year that we don't have a rate increase that we

17 are seeking, there's approximately a $4 million revenue

18 impact to the Organization -- to Manitoba Hydro.

19                THE CHAIRPERSON:   Well, that is a -- an

20 average, value isn't it?  That is an average value?

21 The 4 million that you're describing is an average

22 value?

23                MR. GREG BARNLUND:   Yes.  Yes.

24                THE CHAIRPERSON:   So we're in -- in the

25 shorter month now?
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1                MR. GREG BARNLUND:   Well, as a matter

2 of fact, if you'd just give me one (1) second.  As an

3 example, if we were to be granted a 3.95 percent

4 increase to take effect August 1, it would generate not

5 $57 million.  It would generate $40.6 million.  So we

6 would essentially be receiving $16.8 million less than

7 what we had sought in 2015.  And I just basically bring

8 that to the Board's attention, but...

9                THE CHAIRPERSON:   What month are you

10 using to sort of set the -- you -- sort of April to...

11                MR. GREG BARNLUND:   To August 1.

12                THE CHAIRPERSON:   Okay.

13                MR. GREG BARNLUND:   So a four (4) month

14 period there.  And we derive that numbers -- that

15 number based on our forecast of consumption on a

16 monthly basis, on a weather normal basis through that

17 period of time.

18                THE CHAIRPERSON:   Could you -- could

19 you tell me what the number is for July and August?

20 The number in individual months based on your

21 estimates?

22                MR. GREG BARNLUND:   July would be

23 estimated to be a generation of $44.9 million.  So it

24 would be $12.5 million lower than our initial

25 application amount for 2015.
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1                THE CHAIRPERSON:   And -- and August

2 would be...

3                MR. GREG BARNLUND:   August --

4                THE CHAIRPERSON:   Oh, sorry, August.

5 Okay.  No, we've covered it.

6                MR. GREG BARNLUND:   And August was

7 $40.6 million, which is sixteen point eight (16.8) less

8 than what we had sought.

9                So as I say, we estimate or we generate

10 the amount of revenues, what our rates will produce.

11 We compare that to what our revenue requirement is that

12 would be allocated out to each customer class.  So we

13 know the amount of revenues it will produce with a

14 general -- with a increase to the residential rate.

15 And we can compare that to the amount of costs that we

16 would allocate to the residential customer class.

17                And from there we would be able to

18 determine a revenue-to-cost ratio.  And so the

19 importance of the revenue-to-cost ratio is that you're

20 trying to establish how close that cost responsibility

21 is being met by the ret -- by the rates that are in

22 place.  And there is a range that's generally accepted

23 called the zone of the reasonableness.

24                So typically, revenues generated by

25 rates are not going to equate to the penny to what your
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1 costs are.  Generally, in this jurisdiction and other

2 jurisdictions it's accepted that, as long as rates

3 produce revenues that are going to recover between 95

4 percent of the allocated cost or 105 percent of the

5 allocated cost, that that's a reasonable outcome to be

6 approved.

7                There's been a bit of discussion, and

8 I've listened to presenters in this proceeding, and,

9 you know, it seems that there is confusion in terms of

10 the application of rates certainly to residential

11 customers across the Province.  And I just wanted to be

12 clear with Board panel and with Intervenors and all

13 present that there is one (1) rate for residential

14 service in Manitoba.

15                We don't have separate rates because you

16 are within the city or outside of the city.  The rates

17 don't distinguish whether you are heating with

18 electricity, whether you're heating with natural gas,

19 whether you have a ground source heat pump.  There's

20 one (1) rate for residential use in Manitoba, and it's

21 applied to all residential customers.

22                That rate is simple in structure, has a

23 basic charge of seven dollars and fifty-seven ($7.57)

24 cents a month, as we're proposing.  And we would be

25 recovering the rest of our revenues from those
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1 customers through an energy charge, seven point six-

2 seven-two (6.672) cents per kilowatt hour of energy

3 sold.

4                So -- and as I say, there was obviously

5 some concern or there's been some misunderstanding in

6 terms of the applicability of our rates.  We have that

7 one (1) rate, and that rate is charged to all

8 residential customers.  And so what is -- you know, how

9 are we -- how do we establish that rate?  Why -- why

10 don't we have zoneable rates?  Why don't we have

11 different rates for different locations in the

12 province?

13                And there was a discussion earlier this

14 morning about the presence of uniform rate legislation,

15 and that's true.  Since November of 2001, we have had

16 legislation that's required that Manitoba Hydro charge

17 all customers a uniform or postage stamp rate for

18 service.

19                So what does that mean?  That means

20 that, if you're a residential customer, there's no

21 distinction as to whether you reside in the south or

22 the north or whether you reside in the city or in a

23 rural area, you're going to be charged the same unit

24 rate for service.

25                Now, in reality, there is a huge



PUB re MANITOBA HYDRO GRA  06-05-2015

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

2617

1 difference in the cost of serving a customer, whether

2 they are in an urban area or in a rural area.  The cost

3 of service is significantly driven by the density of

4 the customer base that you're serving in your service

5 territory.

6                It's much more economical, much cheaper

7 to serve a large number of customers in a cluster than

8 it is to serve a number of customers that are widely

9 dispersed.  And that should be pretty apparent because

10 if you have widely dispersed customers you have to

11 construct a lot more feeder, you have to construction a

12 lot more facilities to be able to serve those

13 customers.

14                But the cost of providing customer

15 service to those customers is also higher, too, because

16 you have to staff people farther apart and you have to

17 travel and you have to have vehicles if you're going to

18 be able to transpe -- transport employees to be able to

19 go and reestablish service for customers, to be able to

20 provide electrical inspections, to be able to do all of

21 the customer service requirements that we, as a

22 utility, have.

23                So if you think of it that if you had

24 two (2) identical util -- two (2) cu -- two (2)

25 utilities that had a hundred thousand customers, one
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1 (1) was entirely rural and one (1) was concentrated in

2 a -- in a urban centre, the unit cost of serving the

3 urban centre is going to be much lower.  And so what

4 uniform rates does is it -- it accepts that you're

5 going to subsidize some cost between different

6 customers because you're going to ignore, or chose to

7 ignore the fact that where they are present on the

8 system has a cost impact.

9                And prior to 2001 we at Manitoba Hydro

10 had zonal-based rates, so we had three (3) different

11 zones.  We had -- basically the City of Winnipeg was

12 zone 1.  Zone 2 was a lower density urban distribution,

13 your communities like Portage La Prairie, and so on and

14 so forth.  And zone 3 were the customers that were

15 served off rural feeders, so a far lower density of

16 customer population.

17                And there was different rates that were

18 in place.  It was more expensive to serve zone 3 than

19 zone 2 or zone 1, so the basic charges and the -- and

20 the size of the first block, the charge of the first

21 block, was higher.  That was taken care of with the

22 application of uniform rates in November of 2001, and

23 rates were equated for all customers.

24                In other words, what happened was the

25 rates that were being charged to zone 1 were then
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1 applied to all other customers on the system.  So all

2 customers receive -- I would say all rural customers

3 receive the benefit of the pooling aggregation of these

4 costs because they are being served at rates that are

5 based on the average cost, not the incremental cost or

6 not the zone specific cost.

7                So in essence, if I live in Fort Garry

8 I'm assisting paying for the cost of somebody who would

9 be living farther out of town, and that's accepted.

10 And I just want to make that point clear because we

11 have had discussions in this proceeding about the cost

12 of serving customers in different locations, and

13 talking about removing certain components of cost from

14 rates.

15                And I would submit to you that it's not

16 appropriate to be cherry picking rates apart, and

17 taking out one cost component which would provide a

18 benefit to a given customer group only to ignore the

19 fact that the underlying cost to serve that group may

20 be significantly different than the average in the

21 first place.  So that has to be taken into

22 consideration, and understood.

23                Postage stamp rates, or uniform rates

24 are important, and they're very widely adopted across

25 the utility business.  And if you look right now,
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1 Saskatchewan I believe is in the process of -- of

2 consolidating their rates.  So they're going to do away

3 with rural rates, and they're going to be merging those

4 into a single uniform rate for residential customers in

5 the province.

6                So I know there's been a lot of

7 discussion about that, and I just wanted to provide

8 some context for that particular --

9                THE CHAIRPERSON:   Have you -- have you

10 got any data -- data to back that up in terms of the

11 comparison of serving a customer say in Sainte Rose

12 relative to a customer in Winnipeg?  You -- you don't

13 break that data down, I mean --

14                MR. GREG BARNLUND:   We don't.

15                THE CHAIRPERSON:   Yeah.

16                MR. GREG BARNLUND:   We don't.  We --

17 yeah, we pool all of our costs into one database, so we

18 don't have a separate database, or a rate base, that

19 identifies an outlying cust -- the cost to serve an

20 outlying customer.

21                Part of the difficulty with that is

22 that, you know, you have a certain amount of cost you

23 can identify  because if you know how long the feeder

24 is you know what obviously the cost of that might be.

25 But then there's also the sharing of costs.
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1                I mean, there's the cost of generation.

2 There's the cost of transmission and subtransmission to

3 be able to bring power from the source of generation to

4 a centre where that can be distributed onto that

5 feeder.  And that has to be allocated amongst different

6 customers as well, too.  So there -- there's some

7 complexity to it.

8                THE CHAIRPERSON:   Uniform rates came in

9 what year was it, 19 --

10                MR. GREG BARNLUND:   November of 2001.

11                THE CHAIRPERSON:   And that -- that year

12 there was a drop in rates, as I recall, wasn't there a

13 drop of one (1) -- minus one point two (1.2)?

14                MR. GREG BARNLUND:     There -- the --

15 the rates, I wouldn't say they dropped but we had some

16 adjustments to the general service rate associated with

17 the change in demand charge, and it produced what

18 looked like a drop in rates but essentially rates

19 weren't essentially changed for the residential

20 customers.

21                THE CHAIRPERSON:   But to be able to

22 achieve uniform rates without increasing -- yeah,

23 without increasing the rates to the City of Winnipeg,

24 those -- those would have been good -- good water --

25 good export years, wouldn't it?
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1                MR. GREG BARNLUND:   That occurred when

2 exports were fairly strong and, in fact, when we get to

3 examine the cost of service study one of the matters in

4 the cost of service study is that currently there is a

5 determination that the adjustment for uniform rates

6 should be charged against the export class.  So that

7 cost doesn't disappear, but that cost is being

8 attributed to the export class.

9                Again, those matters, you know, are

10 fairly interrelated and complicated, but we will be

11 hoping to look at those when we get to the cost-of-

12 service review.

13                Now, there's been questions asked, and

14 very good questions, in IRs from the PUB about

15 comparing the cost of -- or the size of a bill of a

16 typical Winnipeg customer with a typical rural

17 customer.

18                And without stepping too far into Ms.

19 Morrison's line of expertise, let me just give you at a

20 high level the fact that it's very difficult to

21 identify what you might consider to be a typical

22 customer.

23                Our residential rates are charged to a

24 number of different occupancies, if you would.  I mean,

25 we have single family detached, we have multi-family or
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1 row housing that would be a residential customer.

2                Apartment suites would -- you know, if

3 you have a meter in an apartment suite, that's going to

4 attract the residential rate.  Mobile homes, and even

5 agricultural and farm operations that have a

6 combination of agricultural and residential load less

7 than 50 kilowatts will be qualifying for the

8 residential rate.

9                So it's difficult to come up with what a

10 typical customer looks like because there's a mix of

11 occupancies that are involved.  And when we compare

12 different communities, the mix of housing stock or the

13 mix of occupancies between Winnipeg and, for example,

14 Thompson, it's a different mix.

15                So the typical customer will look

16 different.  A typical customer in Thompson is not the

17 same as a typical customer in Winnipeg.  And -- and I

18 think I'll leave it at that because that's about my --

19 the extent of my expertise in Ms. -- Ms. Morrison's

20 area here.

21                But I just wanted to bring that to the

22 point because it is a very good question.  What does it

23 cost to heat in Thompson?  What does it cost to heat in

24 Winnipeg?

25                And to be able to benchmark those
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1 things, you have to sort of understand the fact that --

2 that the age of housing, the -- the type of heating,

3 the type of construction and the size of the housing,

4 et cetera, et cetera will vary between those two (2)

5 locations.  So it's hard to baseline and it's hard to

6 benchmark those things.

7                What I can help you with is that, if we

8 look at on aggregate, on average, residential customer

9 usage and how we compare for bill comparison purposes,

10 we -- we take a look at, out of the four hundred and

11 seventy-four thousand (474,000) basic residential and

12 twenty-one thousand (21,000) seasonal customers, if we

13 look at the total amount of customers, the total amount

14 of consumption, we see that the residential basic

15 standard -- in other words, a gas-heated or a non-

16 electrically-heated residence -- would be consuming on

17 average 10,400 kilowatt hours per year, which is a

18 little less than a thousand (1,000) a month.

19                For our customers on our system that are

20 basic all-electric customers, the average is higher

21 obviously.  This is an average for all basic all-

22 electric customers across the system.  So it doesn't

23 distinguish whether you may be in the south or in the

24 north, but on average, this is what it is.  And it's

25 approximately twenty-four thousand eight hundred
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1 (24,800), thereabouts.

2                So in terms of our bill comparisons and

3 our bill analyses, we have settled on two (2)

4 thresholds for residential customers as being a

5 comparator, one (1) being 1,000 kilowatt hours of usage

6 a month, and that would be analogous to a basic

7 standard customer, and 2,000 kilowatt hours a month,

8 which on average we're going to say equates to an

9 electric heating customer.

10                And so when we do our survey of utility

11 bills and we do comparisons of rates between Manitoba

12 and other jurisdictions, we're taking those two (2)

13 usage levels into consideration.  And this particular

14 graph here on page 10 is Figure 2.9, found on page 11

15 of Tab 2 of our application.

16                This is based on the 2014 survey of

17 utility bills.  I would add that we do that survey in

18 the May/June time period of every year.  We're

19 completing the 2015 survey at this time, but it's not

20 prepared for publication, hasn't been reviewed and

21 finalized yet.  But I would have to say that the

22 pattern that you see remains consistent between 2014

23 and 2015.

24                And so what we do is we take a

25 comparison of 1,000 kilowatt hours a month usage and
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1 2,000 kilowatt hours a month usage for each of these

2 centres, each of these urban centres across the

3 country.  And that's done to be able to provide

4 customers with some relative indication of the cost of

5 energy between being situated in Winnipeg or Vancouver

6 or Saskatoon or Regina.  So -- so that's the basis of

7 which we compare these -- these bills for our

8 customers.

9                So if we're looking at those on average,

10 though, and I think clearly, the sense we get from the

11 conversation we've heard so far in presentations and

12 also in -- in Information Requests, what is -- what

13 impacts the level of the bill for customers?  And in

14 Manitoba, we find that weather has a significant

15 influence on energy consumption and therefore on the

16 level of bills that customers pay.

17                So notwithstanding the fact we have

18 uniform rates.  So the rates charged to a customer in

19 Emerson for residence is going to be the exact same

20 rate that's charged to somebody in Churchill or

21 Thompson.  Usage is going to be different.  And as we

22 can see from this map of climatic conditions, there is

23 a very wide dispersion of climatic conditions in

24 Manitoba from south to north.

25                In the southern regions of the province,
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1 if we look at the map here on page 12, you'll see that

2 the -- the lowest bound or the lowest band our map

3 indicates heating degree days in the four thousand

4 (4,000) to five thousand (5,000) range.  So that covers

5 the load centres of Mani -- of Winnipeg, and Brandon,

6 and, you know, your southern centres in that respect.

7                Not surprisingly, the farther north, the

8 colder the weather.  And so when we get up into the

9 middle part of the province, and if we're approaching

10 into where you'd situate Thompson, you're probably in

11 the neighbourhood of six thousand (6,000) to seven

12 thousand (7,000) heating degree days as opposed to four

13 (4) or five thousand (5,000).  And you go to the

14 northern extremes of the province, and -- and the

15 weather is obviously much more severe.  Eight thousand

16 (8,000) to nine thousand (9,000) heating degree days

17 that we've experienced.

18                So while we have uniform rates, we don't

19 have uniform weather, and we don't have uniform

20 climatic conditions.  And therefore, the load that you

21 would see from a given residence of a given size in the

22 south could significantly be different from what it is

23 in the north.  Now, we don't have a way of -- of really

24 quantifying that any more.  I just wanted to be able to

25 provide this as a very conceptual discussion in that
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1 respect.

2                THE CHAIRPERSON:   Just a -- just --

3 just a question.  Are there a difference -- is there a

4 difference in the building codes for northern

5 residential housing compared to southern residential

6 housing?

7                So in other words, is it R40 in the

8 walls ver -- versus 'R' -- R20 in the walls?

9                MS. LOIS MORRISON:   I believe there

10 still remains a code requirement in the northern

11 Manitoba area that requires a higher level of

12 insulation.  I would have to confirm that.  There were

13 recent changes to the building code that may have

14 removed that differential.  But previously, there were

15 higher insulation requirements in -- north of the 53rd.

16

17                       (BRIEF PAUSE)

18

19                MR. SVEN HOMBACH:   Ms. Morrison, to

20 clarify was that an undertaking for you to check?

21                MS. LOIS MORRISON:   We can make it as

22 an undertaking, if you would like, yes.  To provide --

23 what we will do as an undertaking is provide the Board

24 with the current energy code requirements in Manitoba

25 identifying where there is a differential between the
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1 north and the south.

2                MR. GREG BARNLUND:   If there are no

3 further questions with respect to residential rates,

4 I'm just going to briefly touch on general service

5 rates.  Again, general service, we serve a number of

6 different customer classes in general service.  So we

7 serve everything from what we referred to as a general

8 service small non-demand customer.  These can be very

9 small establishments, like a -- a 7-Eleven or something

10 like that, a convenience store, if you would.  We --

11 then we would have a -- a slightly larger consumption

12 or higher demand usage would be a general service small

13 with demand or a general service medium customer.

14                Beyond that, we have several classes for

15 our large customers.  So our industrial and large

16 commercial and institutional customers are going to

17 attract the general service large rate.  If they choose

18 to own their own transformation, they could be served

19 at voltages from 750 volts to 30 kilovolts.  They could

20 also be served between thirty (30) and a hundred (100),

21 and served at voltage levels in excess of 100

22 kilovolts.

23                And the rates are -- what we've done in

24 terms of our rate increases for the general service

25 large customers, again, we have simply applied the 3.95
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1 percent increase against each of the billing

2 components, so against the demand component where

3 applicable, and against the energy components where com

4 -- where applicable.

5                The table that I have in front of you

6 has been taken from Figure 6.6 in our rates tab, Tab 6

7 on page 18, simply dropped of the residential column.

8 But it provides you with a -- a result from the 2014

9 survey of Canadian bills with regards to general

10 service customers.  And so we've identified the

11 relative rate between general service small, medium,

12 and large customers for those particular jurisdictions.

13                I'd like to touch briefly on the topic

14 of area and roadway lighting.  And area and roadway

15 lighting is a rate not just for electricity, it's the

16 rate for provision of essentially lighting service.  So

17 in other words, Manitoba Hydro provides, installs,

18 maintains, and operates street lighting for cities, for

19 municipalities, and we recover our costs through the

20 area and roadway lighting rates.

21                The -- the typical technology that has

22 been used up til this point in time over the last

23 number of years is a high pressure sodium lighting

24 technology.  Advancements in LED technology have led us

25 to develop and introduce a program to replace all of
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1 our high pressure sodium lighting with LED-based

2 lighting over the next number of years.  And Ms.

3 Morrison would be able to speak to those when she's

4 cross-examined.

5                In order to support the development of

6 the LED program and to initiate LED replacement, last

7 year, Manitoba Hydro made an interim -- interim

8 application to receive approval for separate categories

9 of -- of rates for LED lighting installations.  The way

10 we derived those rates was to look at the existing rate

11 categories for high pressure sodium and make

12 adjustments to those rates that reflect the difference

13 in energy usage that would be expected from employing

14 an LED technology in place of a high pressure sodium-

15 based technology.

16                In other words, the LED lights bring

17 significant benefits, as they are much more energy-

18 efficient.  And so in order to create -- well, maybe I

19 should say at the outset, it was our desire to put

20 rates in place that would reflect that reduction in

21 energy consumption so as the municipality or the city

22 that's paying the bill for street lighting is beginning

23 to participate in those energy savings at the outset of

24 the program as we install and replace existing

25 fixtures.  And that was the premise by which we brought
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1 forward the interim application last year.

2                The way we've derived those rates was to

3 look at the amount of expected energy consumption that

4 was embedded in the previous rates for high pressure

5 sodium fixture and back that out of rates and replace

6 it with the cost of energy for the lower consumption

7 associated with an LED fixture.  And that was the basis

8 by which we brought forward the rate schedules last

9 spring before this Utilities Board.

10                And that's again the basis by which we

11 have amended those schedules even further to increase

12 the number of categories of different LED lights.  And

13 we have incorporated that in our rate request in this

14 application.

15                I'd just like to briefly touch on

16 service to diesel communities.  It's by number of

17 customers.  It's a small portion of the business, but

18 it's -- it's an important portion of the business.

19                There are four (4) communities that

20 still remain unconnected to the electrical grid.

21 Brochet, Lac Brochet, Shamattawa, and Tadoule Lake are

22 situated in such a location as it is very expensive to

23 extend land line to those communities to attach them to

24 the existing grid.

25                The next best alternative is to provide
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1 them electric service by means of diesel generation

2 situated in each community.  Manitoba Hydro installs

3 and maintains and operates a distribution system in

4 each community that is fed from a set of diesel-fired

5 generators.

6                Diesel is brought to those communities

7 every winter on the winter road system.  So fuel is

8 hauled into the communities and it's stored in storage

9 facilities to be used for diesel generation purposes.

10                Clearly, it's more expensive to be

11 serving that particular type of customer that

12 particular type of load than it would be to have

13 somebody that's connected to the grid.  But again, the

14 cost of connecting those communities to the grid is

15 extremely high.

16                It's not cost-effective to do that at

17 this point in time, which isn't to say that

18 alternatives are not being discussed because they are.

19 Currently, work is underway between Manitoba Hydro and

20 the participating communities, the province, and the

21 federal government to look at alternatives in terms of

22 generation to replace or to be able to reduce costs to

23 those communities.

24                That work still has a ways to go before

25 it potentially could bear fruit, but it's important to
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1 note that those -- those examinations continue.

2                So in terms of the rates that we charge

3 the diesel communities, essentially, we have

4 approximately six hundred (600) residential customers

5 and maybe a hundred (100) general service customers in

6 those communities.

7                But the residential customers receive

8 grid rates.  So even though it costs you significantly

9 more money to generate electricity for those customers

10 through stand-alone diesel generation, they are only

11 being charged the equivalent to the grid rate.

12                There are service limitations that are

13 imposed on them because diesel generation is very

14 expensive to operate, and -- and capacity is expensive.

15 So residential customers are limited to 60-amp

16 circuits, or 60-amp services, I should say.

17                They are not allowed to be heating with

18 electricity because it would make no sense to haul fuel

19 all the way to a northern community to generate

20 electricity for electric heating because your thermal

21 efficiency is less than 30 percent when you do that.

22                It would be better just to haul fuel to

23 that community to heat the home with the fuel as

24 opposed to trying to generate electricity and heat with

25 electricity.  So electricity is available for all of
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1 the essential purposes that a household has for

2 electricity -- lighting, cooking, those matters -- but

3 it's not available for electric heating.

4                Customers, though, will pay the exact

5 same rates.  If you're a residential customer in

6 Shamattawa,  you pay the exact same rate as you would

7 if you were situated in the City of Winnipeg.

8                General service customers receive a

9 similar type of treatment per portion of their load.

10 General service customers will pay the same basic

11 charge as a general service customers in the rest of

12 the system.

13                They will pay -- for the first 2,000

14 kilowatt hours of usage, for their first block, they

15 will pay the grid rate eight point zero five-eight

16 (8.058) cents.  Usage above that will be charged at a

17 higher rate which is reflective of the fact that it

18 costs more money to generate, to serve their usage by

19 use of diesel.

20                So we're proposing to increase that

21 energy charge by 3.95 percent and their energy charge

22 for usage above 2,000 kilowatt hours a month would be

23 forty-one point two-three-two (41.232) cents per

24 kilowatt hour.  So as you can see as an indication how

25 expensive it is to generate with electricity.  Forty-
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1 one (41) cents for that runoff rate is fairly

2 significant.

3                Even at that amount it doesn't fully

4 recover the cost of providing service to those

5 residents and those businesses.  And so the remaining

6 unrecovered cost is -- is applied in a surcharge if you

7 would to government and First Nations as education

8 accounts.  So they pay a significantly higher cost

9 because there is the acceptance by those parties that

10 they are going to pay a higher cost overall in terms of

11 picking up some of those residual costs from serving

12 the residential and general service customers in those

13 communities.

14                We're proposing to increase that rate,

15 the government and First Nations rate, by 3.95 percent

16 as well.  It would produce a rate of two dollars ($2)

17 fifty point nine-five (50.95) cents per kilowatt hour.

18 And that's how rates are structured for the diesel

19 communities.  And that concludes my presentation.  If

20 you have any further questions...

21                DR. HUGH GRANT:   I'm just curious about

22 the diesel communities when you say it's not cost

23 effective to hook them up to the grid.  With uniform

24 rates there's all sorts of cross-subsidization that

25 goes on.  And I'm sure there is tons of remote and
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1 rural communities that you could argue it's not cost

2 effective to -- to hook them up to the grid.  So

3 historically or for whatever reason they are.

4                So how -- what is the threshold?  Not

5 cost effective, why these four (4) communities in

6 particular?

7                MR. GREG BARNLUND:   That's a good

8 question.  And -- and I think that it's -- the cost to

9 connect them is in the hundreds of millions of dollars.

10 So it's not like, you know, there would be a cross-

11 subsidy in the 5 to 10 percent range that would exist

12 for these customers.  The cost of building that system

13 out to them would be enormous.

14                And that has been addressed partially in

15 the past.  In the 1990s there was a project that has

16 been referred to as the 'north central project'.  And

17 there was a number of communities that were diesel

18 communities at that time that a -- an arrangement was

19 put in place between federal, provincial governments,

20 and Manitoba Hydro to extend service to that number of

21 communities.  And I'm -- I'd have to check.  There's

22 probably six (6) or eight (8) diesel communities that

23 were put onto the grid at that point in time.

24                But it was -- it was in the hundreds of

25 millions of dollars that was expended to do that.  But
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1 there was basically a significant capital contribution

2 made by governments to be able to make that happen.  So

3 absent a similar level of contribution from outside

4 sources like the federal government it would be -- it

5 would be a very, very, very expensive cross-subsidy to

6 try and connect these remaining four (4) communities.

7                DR. HUGH GRANT:   Sort of related to

8 this, do you know what -- I -- I guess marginal cost

9 would be the best question.

10                What's the marginal cost of providing

11 diesel, a kilowatt hour of diesel?

12                MR. GREG BARNLUND:   We -- the last cost

13 study we did on diesel was really 2010.  Just let me

14 check for one (1) moment please.

15

16                       (BRIEF PAUSE)

17

18                MR. GREG BARNLUND:   I'm sorry.  I don't

19 have the number available right off hand.  But the

20 neighbourhood of somewhere in the fifty (50) to sixty

21 (60) cent per kilowatt hour range probably is in the

22 zone.

23                DR. HUGH GRANT:   And -- and the -- 95

24 percent of that is just the cost of the diesel fuel or

25 is there a lot of other aspects to variable cost?
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1                MR. GREG BARNLUND:   The rates right now

2 are recovering variable cost.  So capital costs are not

3 being reflected in those rates.  So let me explain that

4 a little bit further.  Under agreement between Manitoba

5 Hydro and federal government and MKO the approach that

6 we have been following is that capital is not --

7 capital improvements are being funded separately.  So

8 capital contributions are being obtained from the

9 federal government on an annual basis to be able to

10 support the infrastructure.

11                So generation -- significant generation

12 and maintenance that occurs, replacement of generating

13 sets, those are capital items that are funded outside

14 of rates.  What appears in rates is largely fuel, so

15 the cost of -- the variable cost, the cost of hauling,

16 the cost of O&M associated with the diesel communities

17 themselves.

18                So a significant component of that cost

19 is going to be the cost of -- of acquiring and

20 transporting diesel fuel to those communities.

21                MS. MARILYN KAPITANY:   Mr. Barnlund,

22 are there other jurisdictions in Canada that have

23 communities that are served by diesel?

24                MR. GREG BARNLUND:   Yes, there are

25 diesel remote communities probably in each province.
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1                MS. MARILYN KAPITANY:   And are you

2 aware of what kind of steps they're taking?  You -- you

3 spoke in your presentation about initiatives being

4 pursued.  Can you speak to what those are to some

5 extent and -- and what other jurisdictions are doing?

6                MR. GREG BARNLUND:   I'm familiar with

7 the work that's being undertaken within our province.

8 I'm less familiar with what may be happening on other

9 jurisdictions.  I -- I think it's safe for me to say at

10 this point in time that there is a proposal -- or there

11 is an examination of the possible use of either a

12 combination of solar or solar and wind technologies in

13 the four (4) remote diesel communities to be able to

14 displace some use of diesel fuel.

15                I would note though that that may not --

16 well, it may reduce operating costs because you're

17 likely going to consume less fuel, obviously, if you're

18 utilizing solar and/or wind to be able to provide

19 energy.  The installed footprint of the diesel

20 generation remains the same.  In other words, we have

21 to be ready to serve load at any time.

22                And certainly with solar you have an

23 intermittency of the supply of solar based on the

24 availability of the sun.  And so we have to have

25 generation in place to be able to serve the total load,
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1 notwithstanding the fact that some energy may be

2 displaced through the use of an alternate technology

3 during some portions of the day.

4                MS. MARILYN KAPITANY:   And you

5 mentioned that heating with diesel is not allowed in

6 these communities.  We heard earlier in the hearing

7 that -- that there is now becoming some impediments to

8 using wood heating in housing in -- in the north.

9                Do -- are you aware of what type of

10 heating sources that they're using?

11                MR. GREG BARNLUND:   Maybe I'll just say

12 I believe you meant to say that the heating with

13 electricity is not allowed.  Yes, yes, yes.  Perhaps,

14 Ms. Morrison, can you...?

15                MS. LOIS MORRISON:   In the diesel

16 communities, primarily they are heating with diesel

17 furnaces or fuel oil-based furnaces.  Some heat with --

18 there is some wood heating also in those areas that we

19 are aware of.

20

21                       (BRIEF PAUSE)

22

23                THE CHAIRPERSON:   I believe that those

24 are all the questions the panel has for these witnesses

25 for the time being.  So unless there's some
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1 administrative matters to attend to, Mr. Czarnecki,

2 thanks.

3                MR. BRENT CZARNECKI:   Thank you, Mr.

4 Chairman.  I feel that I'm always interrupting you

5 right before you're making an attempt to adjourn for

6 the day, and that's usually not my course.  I'm the

7 first one to move to adjourn a mee -- a meeting.  But I

8 do have those two (2) undertakings to file, if you

9 don't mind.

10                The -- the first one (1) was Manitoba

11 Hydro Undertaking number 24 at transcript page 1,267

12 where Mr. Read agreed to provide a project value

13 template.  I would propose Manitoba Hydro Exhibit

14 number 65 for that one.

15

16 --- EXHIBIT NO. MH-65:     Response to Undertaking 24

17

18                MR. BRENT CZARNECKI:   The next was

19 Manitoba Hydro Undertaking number 28 at transcript page

20 1,443 where Hydro was to provide an updated graph if

21 DSM savings became available for dependable energy.

22 And I would propose Manitoba Hydro Exhibit number 66

23 for that one.

24

25 --- EXHIBIT NO. MH-66:     Response to Undertaking 28
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1                MR. BRENT CZARNECKI:   And I would just

2 also like to thank the Board for its indulgence to in -

3 - accommodate our circumstances today in the hearing of

4 the remainder of the panel for Monday morning.

5                THE CHAIRPERSON:   Thank you.  With

6 that, I think we are adjourned for the day.  We'll see

7 each other again at nine o'clock on Monday morning, and

8 I want to wish you a -- a good weekend.  Thank you.

9

10                    (PANEL STANDS DOWN)

11

12 --- Upon adjourning at 11:44 a.m.

13

14

15

16

17 Certified Correct,

18

19

20 _____________________

21 Bob Keelaghan, Mr.

22

23

24

25


