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

2

3                THE CHAIRPERSON:   Good morning.  It's

4 nine o'clock, so if people are ready to start we'll

5 commence today's proceedings.  So, welcome, everyone.

6                Before we start I wonder if, Mr.

7 Czarnecki, you would introduce -- or at least perhaps

8 we should get everybody on the first row to give their

9 first name for the benefit of the court reporter, who

10 is new today.

11                So would you start, Mr. Czarnecki,

12 please?

13                MR. BRENT CZARNECKI:   Sure.  Good

14 morning, Mr. Chairman, panel members.  Maybe we'll

15 start with Mr. Barnlund on the far left, and make our

16 way towards myself, please.

17                MR. GREG BARNLUND:   Good morning.  I'm

18 Greg Barnlund, vision manager of Rates and Regulatory

19 Affairs.

20                MR. PAUL CHARD:   I'm Paul Chard,

21 division manager of Business Support Services.

22                MS. LOIS MORRISON:   Lois Morrison,

23 division manager at Consumer Marketing and Sales.

24                MS. COLLEEN GALBRAITH:   Good morning.

25 Colleen Galbraith, Affordable Energy Department.
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1                MR. LLOYD KUCZEK:   Lloyd Kuczek, vice

2 president, Customer Care and Energy Conservation.

3

4 MANITOBA HYDRO PANEL 6 - LOAD, DSM, AND RATES RESUMED:

5                   GREG BARNLUND, Sworn

6              LOIS MORRISON, Previously Sworn

7               PAUL CHARD, Previously Sworn

8            COLLEEN GALBRAITH, Previously Sworn

9              LLOYD KUCZEK, Previously Sworn

10

11                MR. BRENT CZARNECKI:   Mr. Chairman, we

12 are ready to proceed with the next portion of the

13 presentation from the load, DSM, and rates panel, and I

14 have -- we've distributed electronically and by hard

15 copy the presentation.  And I've confirmed with Mr.

16 Simonsen that this would be Manitoba Hydro Exhibit

17 number 67.

18

19 --- EXHIBIT NO. MH-67:     Manitoba Hydro's load, DSM,

20                             and rates presentation

21

22                MR. BRENT CZARNECKI:   And Mr. Kuczek is

23 prepared to proceed.

24

25 CONTINUED PRESENTATION:
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1                MR. LLOYD KUCZEK:   Good morning, Mr.

2 Chairman, Board members, and everyone else present this

3 morning.  We have a one (1) hour presentation, without

4 questions.  There's three (3) primary areas that we're

5 going to cover.  That's load forecast, collections, and

6 demand-side management.

7                On the slides you'll notice that we've

8 red-lined some words and sentences, or bullets, just to

9 assist the audience with following some of our key

10 messages.  And I would like to point out, we're also

11 not planning to cover all the bullets in the

12 presentation, just the key ones.  And we provided just

13 some additional information for those that might be

14 interested in a little more detail.

15                We'll also be presenting in a little

16 different fashion than the other panel members.  We'll

17 be switching back and forth.  And the reason for that

18 is, is the responsibilities with DSM aren't clearly

19 cut, so what we'll do is have those that are

20 responsible present their particular slides, and I'll

21 deal with the other responsibilities that Mr. Friesen

22 and Ms. Pilek are responsible for that are sitting

23 behind us in the back row.  Thank you.

24

25                       (BRIEF PAUSE)
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1                MS. LOIS MORRISON:   Good morning.

2 Manitoba Hydro, as you know, uploads its load forecast

3 annually.  We adjust our models where appropriate, and

4 during the -- the NFAT review that was recently held,

5 our methodologies were extensively reviewed.

6                As part of our ongoing and continued

7 review of our methodologies, we have contracted an

8 external consultant to review the model elasticities

9 included in our -- in our -- sorry, the elasticities

10 included in our models.

11                Next slide, please.  Manitoba Hydro's

12 forecast is prepared by sector with the three (3)

13 primary sectors being residential basic, general

14 service mass market, and general service top consumers.

15 These sectors represent the majority of Manitoba

16 Hydro's system load.  As the energy needs and

17 influencers of these markets differ, the -- the

18 forecast methodologies and inputs also differ for each

19 sector.

20                Next slide, please.  Here, we present

21 the two (2) thou -- sorry.  Here, we present the 2014

22 load forecast for gross firm energy.  As you can see,

23 over the last twenty (20) years, Manitoba Hydro's ener

24 -- sorry, Manitoba's energy requirements have grown at

25 a rate of 1.6 percent per year.  This average annual
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1 growth would have been 1.9 percent per year without

2 Manitoba Hydro's investment in DSM programming.

3                Looking forward, under the 2014

4 forecast, Manitoba Hydro is projecting average annual

5 growth of 1.5 percent per year.  This projected growth

6 decreases to 1.1 percent per year when adjusted for

7 Manitoba Hydro's future DSM programs.

8                Next slide, please.  This slide presents

9 the 2014 forecast for total peak.  As you can see, the

10 trends that were -- the growth trends that were

11 presented in the energy slide are again mirrored here.

12                Next slide, please.  The 2015 forecast

13 is not yet complete.  However, we thought, for the

14 benefit of the Board and our intervenors, that it would

15 be worthwhile to provide some preliminary indications

16 of what we're seeing.

17                So in the first ten (10) years, the load

18 growth that's being presented is similar to that under

19 the 2000 load -- 2014 load forecast.

20                In the second ten (10) years of the

21 twenty (20) year forecast, we are seeing indications of

22 an approximately 1,000 gigawatt hour increase due to

23 the combined effect of an increase in the population

24 forecast and an increase in the Manitoba GDP forecast.

25                Next slide, please.
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1                MR. PAUL CHARD:   We'd like to address

2 three (3) areas that may be of interest in relation to

3 our credit and recovery activities.  First, I'll

4 address the issue of whether Manitoba Hydro's customer

5 payment performance has been deteriorating.

6                Then I'll provide some comments on an

7 issue that was raised by Mr. Masi to the policy panel

8 during the first day of the hearing, and that was

9 whether the Corporation's operating principles of

10 measuring outcomes and driving continuous performance

11 apply to our credit and recovery activities.

12                Finally, we'll provide some details and

13 some examples that demonstrate the ways in which our

14 credit and recovery activities are coordinated with our

15 affordable energy and bill assistance programs.

16                Mr. Colton's evidence filed on behalf of

17 GAC contended that Manitoba Hydro is experiencing a

18 significant and continuing deterioration in payment --

19 in customer payment performance.

20                This is not the case.  Our rebuttal

21 evidence addressed the weakness of comparing results of

22 a relatively warm year to those of a relatively cold

23 year.  This graph puts those last three (3) years in

24 the context of the last five (5) years.

25                I like the graph for the way it captures
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1 many of the variables that need to be considered when

2 measuring overall performance in a single picture.  It

3 takes accounts receivables, sixty (60) days or greater,

4 and expresses them as a percentage of total accounts

5 receivable due at the end of each month.  As you can

6 see, there's lots of variation from month to month, but

7 the overall trend is appro -- is an improvement in

8 payment performance.

9                Next slide.  This is another performance

10 measure that we look at each year when it comes time to

11 review our write-off for bad debts.  This graph shows

12 the last ten (10) years of write-off experience and

13 expresses it as a percentage of the previous year's

14 general consumers revenue.

15                The reason we look at the previous

16 year's revenue is that that is the year in which the

17 bills that are being written off would have been

18 issued, so it's the most appropriate point of

19 comparison.

20                You can see here that the first five (5)

21 years show results that cluster very strongly around

22 .25 percent, or a quarter of 1 percent.  And then the

23 following five (5) years show an improvement dipping

24 below .2 percent for a couple of years, and then

25 rebounding for the year just ended.
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1                The reason we show a second point for

2 2014/'15 is that the 2014/'15 writeoff included several

3 extraordinary items.  So the blue point just below

4 shows the what the writeoff would have been if we had

5 excluded those items.  Those items, one (1) was not

6 related to energy billings, it was of significant size.

7 And the other was we advanced the writeoff on a couple

8 of bankruptcies that occurred during that year that we

9 knew were -- we -- that we would not likely make

10 recoveries on.

11                Next slide.  Now I'd like to address the

12 questions addressed by Mr. Masi in relation to

13 measuring outcomes and striving for continuous

14 improvement.  I think the first couple slides

15 demonstrate some of the ways in which we measure

16 outcomes.

17                So in terms of continuous improvement,

18 I'd like to address a few of the changes that Manitoba

19 Hydro has made over the last several years in an effort

20 to improve our credit and collection performance.  The

21 first of those was the implementation of PUB Order

22 14/'08, which was an order relating to Centra Gas but

23 had significant impacts on our electric operations, as

24 well.

25                The order allows us to treat past due
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1 electric and gas accounts for the same customer on a

2 combined basis.  More recently, we've undertaken some

3 additional initiatives to improve the quality and

4 efficiency of our efforts.  In 2013, we centralized our

5 collection activities, which promotes greater

6 consistency in the treatment of customers with past due

7 accounts while also being more cost-effective.

8                And last year, we implemented our

9 predictive analytics project, which is aimed at

10 focussing resources on customers who most need

11 assistance.  It allows us to reach those customers

12 earlier and help them get back on track faster.  The

13 next slide.

14                Manitoba Hydro has a variety of programs

15 that are designed to help customers manage their bills.

16 Our equal payment plan is used by approximately a

17 quarter of our customers to help create a predictable

18 monthly bill.  When customers fall into arrears, the

19 approach we take is to work with the customer to help

20 get their account back to current as quickly as

21 possible.  This means listening to the customer and

22 being as flexible as possible to work within their

23 means to ensure that they don't fall further behind on

24 their monthly bills.

25                Our credit representatives are fully
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1 empowered to make appropriate payment arrangements and

2 to -- and to use incentives, such as the forgivement of

3 late payment charges, as a way to help customers -- as

4 an incentive to help customers stay on track.

5                We also have a specialist within the

6 Credit Department who deals with vulnerable customers

7 and assists them in addit -- in accessing additional

8 resources within the community.  By listening to

9 customers and taking note of their circumstances, our

10 credit representatives are able to identify customers

11 who may be eligible for additional assistance through

12 programs such as Neighbours Helping Neighbours and our

13 Affordable Energy Program.

14                When it's clear from listening to the

15 customers that they may not qualify for those programs,

16 we will often discuss with them the -- the programs

17 available through our residential Power Smart Programs.

18                MS. COLLEEN GALBRAITH:   So are Manitoba

19 Hydro's collections activities integrated?  And we'd

20 say, Yes, they are, and here are some examples.  So the

21 majority of referrals from the Neighbours Helping

22 Neighbours Program come from our Credit and Recovery

23 Services Department.  As well as in terms of

24 applications distributed from the Affordable Energy

25 Program, our Credit and Recovery Services Department
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1 has mailed out of over four hundred and twenty-four

2 (424) applications and our customer contact centre has

3 mailed out over eight thousand four hundred and one

4 (8,401) applications to potential customers.

5                As well, we receive a lot of internal

6 referrals of customers to the Affordable Energy

7 Department.  Primarily, they come from our Credit and

8 Recovery Services Department along with other areas in

9 the Organization, and I'd like to take you through a

10 few examples now.  Slide, please.

11                So we've blacked out any personal

12 information in this.  But here's an email from myself

13 to Mr. Kuczek where we had a referral from our Credit

14 and Recovery Services Department with a customer who

15 had some significant arrears.  She currently resides in

16 Leaf Rapids.  And we thought that she could benefit

17 from upgraded insulation.  She, unfortunately, exceeded

18 the income threshold for our Affordable Energy Program,

19 but we did make an exception, recognizing that as she's

20 making her monthly payments to pay down her arrears, we

21 could further help with free insulation.

22                The next slide please.  This is another

23 example from our credit recovery department.  Again,

24 the personal information has been blacked out, but this

25 is a gentleman who suffered a stroke a few years back
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1 and he's actually suffered some vision impairment as a

2 result.  He's unable to work and currently receiving

3 assistance.  And we thought again, because he's got

4 some arrears, we might be able to assist him through

5 the Affordable Energy Program.  So we actually had him

6 come in and we personally filled out the application

7 with him due to his vision impairment and he was

8 approved for the Affordable Energy Program.

9                And then this is the last example I'd

10 like to take you through.  And this actually came from

11 our President and CEO, Mr. Thomson, where we had a lady

12 who was struggling to pay down her bill.  She has a

13 daughter who was residing with her who was receiving

14 disability assistance.  And so again we wanted to work

15 with her.  We worked with Neighbours Helping Neighbours

16 to have her reapply for a grant as her daughter's name

17 was still on the bill.  She has been since approved for

18 the Neighbours Helping Neighbours grant and as well she

19 was interested in the Affordable Energy Program.  So I

20 spoke with her and her landlord and then an application

21 was sent out to them as well.

22                MR. LLOYD KUCZEK:   The -- the balance

23 of the presentation we're going to deal with is now

24 DSM.  And to start with I stole a -- a slide from Mr.

25 Rainkie's presentation just -- just to point out a
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1 couple of -- of factors.  One (1) is, is that demand-

2 side management is one (1) of the key focus areas for

3 the Corporation as an -- as indicated in our Corporate

4 Strategic Plan.

5                But I also wanted to point out that

6 demand-side management also plays a key role in

7 supporting our efforts in a -- a number of the other

8 key areas of focus for the Corporation.  And that --

9 that includes providing customers value, financial

10 strength, and developing Aboriginal -- positive

11 Aboriginal relations as well as protecting the

12 environment.

13                There's four (4) areas that we want to

14 address related to DSM which we think will be of

15 interest to the Board and those present this morning.

16 The first is, are Manitoba Hydro's current DSM

17 activities and costs appropriate  in the test years?

18 In -- in itself this is a challenging question to

19 answer without having a -- some understanding of the

20 entire program, the DSM Program.

21                Because DSM programming is -- isn't all

22 about short-term thinking.  It's about long-term

23 planning and it involves long-term time frames for

24 implementation.  So I think it's -- before we get into

25 the detail it's just kind of good to put some context
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1 around the DSM strategy and plan at Manitoba Hydro.

2                And just to assist those here some of us

3 in the DSM world tend to think of DSM similar to our

4 supply side options.  And this graph just illustrates

5 what the long-term plan and achievements have been both

6 on the supply side as well as demand side efforts in

7 Manitoba Hydro in te -- in terms of meeting the future

8 energy needs of the province.  Both are fairly

9 significant as you can see in this graph and it covers

10 about a thirty (30), thirty-five (35) year period.

11                Just some analogies between constructing

12 new generation and DSM that I would like to just -- to

13 point to which may help those understand the -- the

14 underlying concepts and challenges with DSM.  But when

15 it comes to building new generation, and I think we all

16 know this, there's long lead times in terms of planning

17 as well as constructing new generation.

18                Similarly, DSM is like building a number

19 of new generating stations.  So just to orient you on

20 what this graph represents, the -- the bars in the blue

21 and the -- the pink lines are our typical graphs that

22 we provide that show what we're achieving and what

23 we're planning to achieve in DSM.  The background lines

24 represent each individual DSM program that we're

25 actually pursuing.
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1                So you can think of it as equivalent to

2 building a small -- each one of those building a

3 generator.  They are each unique.  They each have

4 unique characteristics.  Some of them are already

5 completed.  And so the length of the line -- it starts

6 with when the program was initiated and the length of

7 the line is in -- indicated of -- indicative of the

8 time frame to achieve the savings through each

9 opportunity.

10                So I just offer that for you to keep in

11 mind when you're thinking about DSM.  You know, I -- I

12 know DSM plays two (2) important roles within the

13 Corporation.  That one (1) is to assist customers in

14 managing their bills, but the other is in terms of

15 meeting the future energy needs of the province.

16                The second question that we'd like to

17 address, and -- and my sense is, is the Board as well

18 as the Intervenors and others here are -- would be

19 interested in is whether Manitoba Hydro's DSM efforts

20 are consistent with government and PUB direction.  So

21 the first line just deals with the very obvious.

22                There was an Energy Efficiency Act that

23 came into place in 2012, so clearly our Power Smart

24 Plans have been developed in consultation with the

25 government, and so they're consistent with the
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1 government's direction since 2012.

2                And the other area that I'd like to talk

3 about is the details which are more recent in terms of

4 what's been asked of us, and that's to provide -- to

5 enhance our efforts in DSM and area is our priority,

6 which include -- include low income families,

7 Aboriginals, Northern communities, customers being

8 excluded from eligibility due to arrears, AKI Energy

9 Program which is our community geothermal program, and

10 advanced measures such as curtailable rates and load

11 displacement, and also the direction to ask us to

12 undertake more independent evaluations.

13                MS. COLLEEN GALBRAITH:   So through the

14 Affordable Energy Program, we utilize a multi-pronged

15 approach to reach our targeted customers, and various

16 working groups as demonstrated by this slide.

17                Some significant enhancements that we've

18 put in place in the Affordable Energy Program include

19 the elimination of any confusion regarding eligibility

20 related to arrears.  Previously we'd asked that a

21 customer, if they were in arrears, to make a very

22 lenient payment arrangement with us before we would go

23 ahead with the upgrades, but we've removed that from

24 the equation.

25                As well, we've included the installation
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1 of drain water heat recovery units for electrically

2 heated water tanks.  We've also got an increased focus

3 on our street-by-street approach.  That's within our

4 neighbourhood groups where we're targeting streets once

5 a week for the four (4) months, sort of the warmer

6 months in the summer, as opposed to last year when we

7 were targeting about two (2) to three (3) every --

8 pardon me, every two (2) to three (3) weeks.

9                As well, we've added additional support

10 for the North End Community Renewal Corporation because

11 we're so aggressive this summer with our street by

12 street approach, and we've hired assistant for them.

13 And lastly we've implemented incentive compensation for

14 both the Brandon and North End Community Renewal

15 Corporations to further increase participation for our

16 customer demographic.

17                Regarding tenants, what we've done is

18 extended the Affordable Energy Program to private

19 landlords and tenants.  We did that in 2013.

20 Previously, we'd always serviced Manitoba housing and

21 social housing landlords and tenants.  As well, as I

22 mentioned previously, we initiated the drain water heat

23 recovery units, and we actually launched the pilot with

24 housing an community development using BUILD, another

25 social enterprise contractor.
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1                We're currently investigating

2 opportunities for installation of some low cost

3 measures, including LED light bulbs for multi-unit

4 residential buildings.  And through Ms. Morrison's

5 area, we continue to promote the installation of the

6 water and energy saver kit in multi-unit residential

7 buildings, and to date we've had almost twenty-eight

8 thousand (28,000) suites participate.

9                As it's important to the Manitoban

10 government, as well as Manitoba Hydro, we support and

11 work with social enterprise centres.  So here's an

12 example of a quote from BUILD's executive director, and

13 you can take a read through it but what I wanted to

14 really highlight was that she is very happy to be

15 working with us as we are dedicating our unwavering

16 support of BUILD.

17                So just to give you an example of where

18 we are to date in the Affordable Energy Program, you

19 can see that our participation up to the end of

20 2014/'15 we had almost eleven thousand (11,000) homes

21 participate.  And our projected participation to the

22 year 2028/'29 is almost forty-six thousand (46,000)

23 homes.

24                In terms of insulation of our total

25 affordable energy completed homes, our participation to
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1 date, we've had over seventy-six hundred (7,600) homes

2 participate in the insulation retrofit, and by the year

3 2028/'29 we're going to see over seventeen thousand

4 (17,000) homes retrofitted with free insulation.

5                Now, of particular interest perhaps to

6 Mr. Masi, we thought I would highlight for you some of

7 the efforts that we've undertaken with the Manitoba

8 Metis Federation.  So the Affordable Energy Program has

9 an advisory committee, and we added an MMF member in

10 November of 2014.  As well, we have specific targeted

11 advertising that we've been undertaking with the

12 Grassroots newspaper publication, as well as Native

13 Communications Incorporater, NCI, FM radio.

14                An additional targeted potential

15 partnership outreach effort we're looking at is

16 exploring the opportunities with the MMF regional

17 offices where they would promote our program as well as

18 have material -- our application on hand.

19                As well, we're looking at securing a

20 booth at the annual general meeting of the MMF on

21 September 26th and 27th of this year.  And, as always,

22 we're always looking for additional opportunities to

23 further increase our participation.

24                MR. LLOYD KUCZEK:   For -- before Ms.

25 Galbraith continues with her presentation on her
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1 efforts, the next area we're going to talk about is

2 what we're doing on the First Nations front related to

3 DSM.  And I just wanted to point out that we're taking

4 a fairly comprehensive approach in this area.

5                It involves more than what Ms.

6 Galbraith's doing through the Energy -- Affordable

7 Energy Program.  It includes Ms. Morrison's efforts

8 with -- through her programs, Mr. Friesen's support

9 through his technical engineering support, and also our

10 external support through AKI Energy which I'll talk

11 about a bit later in the presentation, as well as

12 industry and some other areas.  And I'll touch on that

13 as well.

14                But just some background.  Manitoba

15 Hydro's approach to DSM used to be that we would just

16 offer programs.  And I -- I think that was the

17 traditional approach that most utilities took in the

18 '90s and maybe the early 2000s.

19                And we've learned through our experience

20 that a -- a more effective strategy is to take a --

21 more of a community and partnership-based approach.

22 And -- and we've done that with the First Nations since

23 2009.  And we're also partnering with AKI Energy since

24 2013, and that is proving out to be quite effective as

25 well.
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1                So our vision is -- is to actually

2 develop a First Nation community energy efficiency

3 program which is actually -- is the -- take -- is

4 developed by the First Nation.  And our role is really

5 just there to be supportive for the First Nation.

6                But we'd really like the First Nation --

7 each First Nation community to design its own energy

8 efficiency plan and take ownership of that plan.  And

9 we're in discussions with Cross Lake right now, and

10 we've discussed that concept with them, and -- and

11 they're quite interested in doing that.

12                MS. COLLEEN GALBRAITH:   So taking a

13 look at the insulation efforts that we've undertaken in

14 First Nation communities, this is again where we

15 provide free insulation to qualifying homes, free LED

16 light bulbs, shower heads, faucet aerators, pipe wrap,

17 window kits, and draft stoppers.

18                This is a customized approach, and the

19 pace is determined by each community.  And we have a

20 dedicated First Nation energy advisor that works with

21 the communities to complete their eligibility -- pardon

22 me, the energy efficiency upgrades.

23                There is no cost to a First Nation

24 community for any of these upgrades, and just to

25 highlight some of our achievements to date, all sixty-
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1 three (63) First Nation communities have been

2 contacted.  We currently have fifty-four (54) communic

3 -- pardon me, communities participating in some way,

4 shape, or form, with a total of one thousand five

5 hundred and ninety-nine (1,599) homes completed to

6 date.

7                And here, we can see a graph where it's

8 depicting our participation to the end of 2014/'15 and

9 our projected participation to the year 2020/'21.

10                We estimate currently that there are

11 just over three thousand (3,000) homes that do qualify

12 for insulation upgrades.  However, our First Nation

13 energy advisor will complete all and identify all homes

14 that do require insulation upgrades until a community

15 is complete.

16                Now, regarding the basic measures, and

17 this is something that we just recently launched in

18 November of 2014.  So all of the homes that have been

19 receiving free insulation are also receiving the basic

20 measures.  For the homes that do have adequate

21 insulation, we're going out and being proactive to

22 provide all of the basic measures as well.

23                So all homes, all residential dwellings

24 in First Nation communities, will receive the basic

25 measures at a bare minimum.  So this includes LED light
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1 bulbs, shower heads, faucet aerators, pipe wrap, window

2 kits, and draft stoppers.

3                Again, it's a customized approach where

4 our dedicated First Nation energy advisor works

5 directly with the band.  Again, no cost to the

6 community to participate.

7                And our achievements to date.  So we've

8 had sixty (60) communities that have been contacted

9 regarding their participation, and we currently have

10 thirty (30) communities again that are participating in

11 some way, shape, or form.  And currently, we've got a

12 hundred and eighty-eight (188) homes that have been

13 retrofitted with the basic measures.

14                And here's a graph depicting it.  So

15 you'll notice our participation to date includes both

16 insulation and basic measures as again all homes in

17 First Nation communities will receive the basic

18 measures.

19                Looking at just the basic, you can see

20 our projections to the year 2023/'24, where it's just

21 under fifteen thousand (15,000) homes that will receive

22 the upgrades.

23                Now again I thought I would highlight a

24 particular slide of particular interest perhaps to Mr.

25 Orle regarding the MKO communities and our efforts to
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1 date.  So regarding insulation, we've had six hundred

2 and thirty-nine (639) homes receive free insulation of

3 an estimated one thousand four hundred and fifty

4 (1,450).

5                Ten (10) of the communities have

6 received their insulation in their entirety.  Seven (7)

7 communities have insulation currently underway with

8 eighty-three (83) homes currently in the work -- works,

9 sorry.  Three (3) communities have identified that they

10 exceed our insulation minimum, so they do not require

11 it.

12                And regarding the direct install

13 efforts, this is our basic measures that we're

14 providing, we've had forty (40) of the completed homes,

15 two (2) communities currently have measures underway.

16 And right now, we've identified just over five (500)

17 homes to receive measures in the very near future.

18                MR. LLOYD KUCZEK:   I want to talk about

19 AKI Energy at this point.  This is a priority for

20 government.  And for us, it's a Aboriginal social --

21 it's an Aboriginal social enterprise that we work with

22 and partner with.  That's important in terms of

23 achieving our -- our success in the geotherm --

24 community geothermal initiative.

25                So there are primary sales and program
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1 management effort out there in terms of introducing the

2 concept of First Nations as well as working with the

3 First Nations that are participating once they choose

4 to dis -- participate in the community-based geothermal

5 program.

6                We've had significant success with both

7 Fisher River and Peguis since 2013.  To date, forty-

8 five (45) First Nation community members have been

9 trained on geothermal installations.  And there's a

10 hundred and seventy-seven (177) geothermal

11 installations installed to date and there's another

12 thirty (30) some that are in process of being

13 installed.

14                We've increased the funding for AKI in

15 2014 to support an additional staff person.  And I

16 should mention also that AKI Energy has Aboriginal

17 staff that they hire, and it works very well in terms

18 of introducing the program to the First Nations because

19 they're -- they're familiar with the -- the First

20 Nation communities, the culture, as well as the

21 individuals to speak to in the various communities.

22                Long Plains and Sagkeeng First Nation

23 have been added to participation in 2014 and Norway

24 House has recently agreed to participate in 2015.

25 There was twelve (12) additional communities approached
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1 by AKI Energy who have chosen at this point not to

2 participate in the program.  And Manitoba Hydro has

3 also helped assist Peguis First Nation with some

4 financing to -- to address their -- their needs for

5 some equipment required for geothermal, so that was

6 just another initiative that we took on to support

7 them.

8                It goes beyond just the geothermal

9 efforts that we're taking with First Nations.  We have

10 twenty (20) homes in Peguis First Nation that have a

11 solar hot water system installed.  We're also talking

12 with First Nation communities, encouraging them to

13 install drain water heat recovery systems where it

14 makes sense.  We're talking with some of them to --

15 about undertaking some commercial on it, so it goes

16 beyond just pursuing opportunities in the residential

17 homes.

18                And in addition to that, we're taking a

19 customized marketing approach which will supplement AKI

20 Energy's marketing efforts out there through a --

21 videos that we've used in our -- with our industrial

22 and commercial customers as well that some of you might

23 have seen on TV.

24                And we'd like to just share the most

25 recent one with us that started airing at least
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1 yesterday I know because my wife told me about it.  She

2 came upstairs and said she watched it.  And she didn't

3 know that it was coming, but, of course, I work in

4 Manitoba Hydro and she has an interest in that.  And so

5 she watched the video and thought it was fairly good,

6 so we'd like to now share that with you.

7

8                      (VIDEO PLAYED)

9

10                MR. LLOYD KUCZEK:   Just one (1) more

11 slide relating to First Nations.  And we're -- we're

12 also pursuing some initiatives that are outside the

13 box.  We're working with AKI Energy, actually, as well

14 on this one, but we're undertaking a prefi -- pre-

15 feasibility study using biomass in three (3) First

16 Nation communities.  And we submitted a -- an

17 application along with a CGAA to the federal government

18 for funding to support natural gas expansion to The

19 Pas, which would include OCN as well.

20                This is $180 million.  We don't know if

21 we'll be successful with that application, but we -- we

22 are making those efforts.  And I believe it was

23 discussed somewheres earlier in the -- in this hearing

24 that that we -- there was another initiative involving

25 diesel communities, and we're investigating
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1 alternatives there as well.

2                MS. LOIS MORRISON:   In addition to the

3 targeted efforts described by Mr. Kuczek and Ms.

4 Galbraith, we've enhanced our programs targeting space

5 heating to provide increased incentives and technical

6 support for electrically heated homes and buildings.

7 For example, we've increased the insulation incentives.

8 We've introduced enhanced training for commercial

9 geothermal systems to help support that industry, and

10 we will be piloting a smart thermostat program for

11 electrically heated buildings.

12                Next slide, please.  We've also enhanced

13 other programs which help not just our electrically

14 heated customers, but help all customers.  We've

15 increased the insula -- sorry, the incentives for

16 electric sys -- sorry.  We've increased the incentives

17 for electricity savings in our commercial lighting

18 programs, commercial new buildings programs, our

19 refrigerator recycling program, and our building

20 optimization programs.  We've added free direct-install

21 of low flow, pre-rinse spray valves for our commercial

22 kitchens program, and implemented -- or adjusted our

23 design strategy for our programs to increase the reach

24 of our commercial refrigeration and water and energy

25 saver program to our rural customers.



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

2679

1                Next slide, please.  Our long-term

2 strategy goes beyond incentives.  Codes and standards

3 are a key component of our overall strategy, which

4 continues to be very successful in reducing energy

5 requirements in Manitoba.  In fact, recently, Manitoba

6 became the first jurisdiction in North American to

7 mandate drain water heat recovery systems in their Part

8 9 residential buildings under the Manitoba amendments

9 for the National Building Code.  A substantial portion

10 of these successes are attributable to the efforts of

11 our staff, such as Ms. Colleen Kuruluk, the manager of

12 our Power Smart Marketings Program Department, who sits

13 as -- on our building standards -- on the Manitoba

14 Building Standards Board.

15                Next slide, please.  On the national

16 front, we play a significant part in the direction and

17 development of codes and standards, providing both

18 project funding and in-kind technical resources.  Along

19 with two (2) other electric utilities, Manitoba Hydro

20 is one (1) of the top four (4) funders of the CSA

21 Steering Committee on -- for performance, energy

22 efficiency, and renewables, with all -- with the

23 investments by all other contributors being less than a

24 hundred thousand dollars ($100,000) each.  Manitoba

25 Hydro, BC Hydro, and Hydro-Quebec have invested in and
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1 maintained this initiative -- their commitment to this

2 initiative since the 1990s.

3                MR. LLOYD KUCZEK:   Turn to load

4 displacement now.  We've included that in our 2014

5 Power Smart Plan, and we have targets of 639 gigawatt

6 hours and 95 megawatts in that program.  We're

7 currently aggressively pursuing nine (9) potential

8 projects.  One (1) is at an advanced stage at this

9 point.  Two (2) or three (3) are at mid-stage, and the

10 -- the others are at a early stage.

11                In terms of curtailable rates, we've

12 heard from our customers here with regards to concerns

13 there, and we've had some internal discussions.  And I

14 -- and our plans are to -- to assess what options are

15 currently being avail -- being offered in other

16 jurisdictions, to sit down with our -- our customers

17 and discuss what opportunities we can pursue.

18                I think, in the end of the day, our

19 customers would agree that it has to be a win-to-win --

20 a win-win situation, so we -- we need to be on the same

21 page on this front.

22                We're also looking at -- at -- looking

23 for additional opportunities with emerging

24 technologies.  We're currently monitoring cold climate

25 air-source heat pumps.  We have two (2) -- there's two
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1 (2) installations that we're monitoring in Manitoba to

2 assess their performance.

3                And we mentioned solar geothermal water

4 heating earlier in Peguis.  We've undertaken five (5)

5 biomass-to-energy demonstrations.

6                We're doing some work with NRCan and --

7 and Red River Community College to develop a -- a North

8 American standard for airtightness for -- for

9 commercial buildings.  And we've undertaken a

10 demonstration project for solar trough demonstration

11 with Red River Community College.

12                The other area that you've heard about

13 from the Coalition is regarding solar PV.  And we also

14 have staff that are assessing the potential for that

15 application in Manitoba as well.

16                We've looked at what grid parity could

17 be in Manitoba, and we've done our -- our early

18 assessments.  And there's wide -- there's a wide range

19 of cost estimates at this -- at this point and

20 projections in terms of the costs coming down into the

21 future.  But based on our preliminary assessment, the -

22 - the grid parity won't be reached till the late 2020s

23 and -- and possibly '30s to 2040s.

24                Just to provide the Board as well as the

25 Intervenors with some idea of what the potential is in
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1 this area, if you look at the residential market, and

2 assumed that you put eight (8) panels on a home and you

3 got a hundred thousand (100,000) homes to participate

4 in the program, you would achieve 250 gigawatt hours,

5 roughly.

6                If you look at the commercial sector,

7 and if you got ten thousand (10,000) homes to

8 participate, you could achieve 600 gigawatt hours.  And

9 -- and there's likely a potential for achieving a -- a

10 higher penetration than that, so we think there's

11 potentially even 1,000 gigawatt hours.  But this is all

12 predicated on the costs coming down and customers, of

13 course, participating.

14                And I just put this slide up just to

15 demonstrate the limitations of solar.  Not all homes

16 are conducive to solar heating.  It depends on the size

17 of the roof.  A lot of the homes being built in new

18 developments right now are two (2) stories, less roof

19 space, and this one just indicates that there isn't a

20 lot of space on the roof.  However, this individual did

21 installer -- install some solar panels.

22                And -- and for some added information,

23 we currently have about twenty (20) customers that have

24 net metering right now in Manitoba that are using solar

25 and some small wind.
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1                Another area that I want to address is

2 Ms. Pilek's area, and this is regarding evaluations.

3 The policy panel was asked what -- what programs we

4 currently have in progress in terms of evaluations.  So

5 this provides the detail as well as the consultants

6 that we've hired.

7                And we've also added in -- in -- on this

8 slide the -- prior to efforts, third-party evaluations

9 that we undertook using Dunsky Energy Consulting.

10                Probably more important to the Board and

11 the Intervenors is that we have a plan also to continue

12 to do this into the future.  And this is our draft

13 schedule at this point.  I won't go through it in

14 detail.  It -- I think the important point is that

15 there is a plan in place.

16                The next area that I want to address I

17 think is relevant to this GRA is related to the

18 uncertainty of Manitoba Hydro's future DSM costs.  So I

19 think you've heard that Manitoba Hydro is facing some

20 pressures in various other areas.

21                And I think the Board -- it would be

22 useful for the Board to at least be mindful that there

23 might be some pressures on this front as well.  And we

24 thought it hopefully would be useful for the Board to

25 have some idea of what those might be, recognizing that
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1 at this point, we don't know what that future is.  But

2 it -- it might be useful in -- for the Board when it's

3 considering the financial pressures that Mr. Rainkie's

4 faced with on a go-forward basis.  But my general sense

5 is, is that there is an interest for the government as

6 well as others for more DSM to be done in Manitoba.

7                I have a few slides here just to help

8 with trying to understand what those potential costs

9 would be.  I used the -- the 1.5 percent target being

10 proposed, which is an intriguing target if it could be

11 accomplished.  And so this slide just shows you what

12 our plan is, what the percent of the load growth that's

13 been achieved through that plan each year, and what's

14 been achieved in the past and what's -- what's been

15 achieved in the future.  And you can see that there is

16 a gap in the future in terms of meeting that needs.

17                And this slide here probably helps

18 explain a bit why we have that hump in our -- our plan,

19 as well, but we took out those three (3) initiatives

20 that we talk a bit about that we added in 2014 that

21 significantly changed our -- our targets during the mid

22 term anyways, and that's related to fuel choice,

23 conservation rates, and load displacement.

24                And we also took the codes and standards

25 out just so that you'd have a feel for what's been
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1 achieved through the twenty-five (25) or so programs

2 that we're pursuing in -- through our Power Smart

3 Program, so.  It's possible, more can be achieved

4 through these initiatives, and the cost -- the current

5 cost with our program, which is considered fairly

6 aggressive right now, is two point four (2.4) cents per

7 -- per kilowatt hour through those efficiency programs.

8                We created this graph, and we made an

9 assumption that -- and I wouldn't want to be held to

10 this in the future, but that potentially more can be

11 achieved through the codes and standards.  And we

12 assumed about 1,000 gigawatt hours, and should that

13 happen then the gap narrows down to requiring another

14 2,500 gigawatt hours.

15                So -- so just to be helpful for the

16 Board and others, we -- we just did a crude

17 calculation.  We don't know what the costs are going to

18 be to achieve those energy savings, but if you assume -

19 - and I think it's reasonable to assume that the costs

20 are likely going to be higher than what they are today,

21 and if you assume four (4) cents the additional cost

22 would -- would be in -- in a billion dollar range.

23                The last area that I'd like to talk

24 about is related to Mr. Masi's question of the policy

25 panel, as well, and that's related to whether or not
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1 Manitoba Hydro's DSM activities and investments are

2 consistent with the Corporation's operating principles

3 of making improvements and being cost effective.

4                The -- the first point I'd like to make

5 is that we do update our Power Smart Plan on an annual

6 basis, so we have a feedback loop in terms of what's

7 happening in the marketplace, how successful we are and

8 how responsive the market is.  So on a regular basis,

9 that plan is updated.  And I would also add that we

10 have more flexibility than that, and we exercise that

11 flexibility throughout the year, as well.  And if some

12 changes have -- should be made to a program that makes

13 sense, we do make those changes.

14                We also leverage participating

15 customers' investments.  It's not just -- the cost of

16 DSM isn't all about what Manitoba Hydro invests, and in

17 terms of ratepayer dollars it's also the participating

18 customer's cost.  So we leverage those costs.

19                Ms. Galbraith talked about her program.

20 Ms. Galbraith leverages efforts external to our

21 organization extensively in achieving her objectives in

22 her program.  Ms. Morrison does the same thing through

23 her programs.  And I'm not going to run through it, but

24 there's -- these are some examples of leveraging third-

25 party partnerships.
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1                And we also capture synergies within the

2 Corporation.  DSM is deeply integrated within our

3 activities, and our DSM have sta -- or access to

4 significant resources, and we take advantage of that

5 whenever we can.  We take an integrated natural

6 gas/electricity DSM approach.  And the last point I

7 would like to make is that we have province-wide

8 coverage, and we leveraged -- our staff there are

9 located throughout Manitoba to capture and assist

10 customers in remote areas, as well.

11                And I'd just like to finish the

12 presentation with an example where our energy service

13 advisor in Dauphin helped a business in Russell with

14 some energy efficient opportunities, and although it

15 might not be a big opportunity or event in a city like

16 Winnipeg, in a small town this company got recognized

17 by the local paper, and so did Manitoba Hydro.  So all

18 around a very good news story.  Thank you.

19

20                       (BRIEF PAUSE)

21

22                MS. MARILYN KAPITANY:   Would you go

23 back to slide 40?  I'm just interested in the -- the

24 geothermal.  And you had said twelve (12) communities

25 elected not to participate in the geothermal program.
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1 I just wondered if they had given any specific reasons,

2 if it was just a timing thing or if it's too expensive

3 for them.

4                Or do you have any idea why they didn't

5 elect to participate?

6                MR. LLOYD KUCZEK:   A couple reasons.

7 I'll -- I'll share one (1) -- one (1) specific.  And

8 that's -- I'm -- I'm just thinking about whether or not

9 I should share specific information related to First

10 Nation communities, so maybe I should be somewhat

11 careful, but I -- I won't name the community.

12                But in our discussions with them,

13 they're more interested in pursuing possibly the

14 utilization of wood-burning stoves as opposed to

15 geothermal, and the reason is this.  Is when you

16 install geothermal, the way the program works is your

17 bills aren't necessarily lower when you install the

18 geothermal system because what happens is you have a

19 financing component that gets added to your bill.

20                So, you know, it's positive in the sense

21 that it creates jobs for the community.  Some First

22 Nation communities really like it because it's -- they

23 can really relate to it in terms of their culture.

24 Like, they're -- they're extracting the heat from the -

25 - the ground.
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1                This other First Nation community that I

2 was involved with personally in the discussions, their

3 preference is possibly to pursue the wood option as

4 part of their energy efficiency plan, and we haven't

5 decided at this point.  We're going to explore both

6 with them.  So that was one (1) of the reasons.

7                Another community decided that it wasn't

8 worth their efforts because there wasn't enough homes

9 that were conducive to geothermal in -- of course, in -

10 - where they're located there was rock bed, so -- and

11 there was only so many homes that actually were

12 conducive to it, so.  And geothermal is complex, so

13 there is some concerns with some individuals in terms

14 of maintaining the staff, and being able to maintain

15 the systems, as well.

16                MS. MARILYN KAPITANY:   Thank you.

17 Could you tell me what the drain water heat recovery

18 technology is about?

19                MR. LOIS MORRISON:   Drain water heat

20 recovery is a system that attaches to the -- the --

21 basically, the drain coming from your shower system,

22 and it is copper tubing that wraps around it.  And it

23 transfers the heat from the exiting water and flow --

24 and preheats water going into your water tank.  So

25 basically, you're doing heat capture with wastewater --
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1 wastewater from your shower system.

2                MS. MARILYN KAPITANY:   Thank you.

3

4                       (BRIEF PAUSE)

5

6                DR. HUGH GRANT:   Can I just ask a

7 couple things about the forecast because -- just

8 beginning on slide 2?  There was quite a bit of

9 discussion on the forecast during the NFAT.  And -- and

10 I left with a different impression than is given here

11 in terms of the methodology that Manitoba Hydro was

12 using.  And I'm particularly thinking of the elasticity

13 question which got thrown around quite a bit.

14                So the last bullet says:

15                   "Validation of elasticities through -

16                   - through review by external

17                   consultant."

18                It was my impression that you didn't

19 have any elasticities.  And so an important question

20 that was raised I think by CAC was that you're talking

21 about advancing the price of electricity pretty

22 significantly over the next fifteen (15) or twenty (20)

23 years and there didn't seem to be a price variable at

24 all in the forecast.

25                Can you tell me how that's been
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1 addressed or if it has?

2                MS. LOIS MORRISON:   In the 2014

3 forecast we did integrate -- or introduce new models

4 that incorporate price elasticity, income elasticity,

5 and GDP elasticities.  We also reintroduced to the

6 residential basic forecast the price -- the electricity

7 gas price ratio in order to term in fuel choice, and we

8 did it based on a three (3), four (4), and five (5)

9 year lag.

10                So we did for the '14 forecast

11 reintroduce those components and introduced the

12 elasticities.  And what we've done is we've contracted

13 with an external consultant to review those particular

14 methodologies and those elasticities that were used.

15                DR. HUGH GRANT:   And would -- would it

16 be fair to -- as a summary to say that the elasticities

17 are pretty small?  So in other words, you don't expect

18 a big impact of a price change on the forecast?

19                MS. LOIS MORRISON:   We did -- there is

20 a price effect.  However, there's also an offsetting

21 economic effect, because as I mentioned, when we went -

22 - when we looked at -- when we revisited and introduced

23 elasticities to the models for the average use, we

24 brought in both the price and the income for the

25 residential sector.  And so there is some offsetting
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1 influences of those two (2) forecasts.  And there is --

2 there is an offsetting influence for both price and GDP

3 on the general service sectors.  So to -- to isolate

4 one (1) factor, I wouldn't say it's small, but I would

5 say there's offsetting elas -- influences.

6                DR. HUGH GRANT:   And could I ask one

7 (1) other -- I'm still -- I still don't fully

8 understand DSM, I have to admit.  So -- so my more

9 general concern is that there's -- I have no doubt at

10 all that there's been incredible energy efficiency

11 savings over the last fifteen (15) or twenty (20)

12 years.  My question is really:  How much of it is due

13 to Power Smart incentives or some other such DSM

14 incentives?  And I keep going back to my refrigerator

15 that I want to replace.  I -- I notice that it's one

16 (1) of the most -- you know, one (1) of the larger,

17 more residential concerns that you have.

18                Could you explain to me -- because all I

19 see listed in a lot of utilities is they talk about

20 algorithms for how you're going to measure the amount

21 of persistent savings from an -- a residential

22 appliance, but there's never more explanation than

23 that.  So if I take my ten (10) year old refrigerator,

24 I take your fifty dollars ($50) as an inducement to

25 scrap my old refrigerator.
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1                Can you explain to me how you record

2 that in terms of future savings?

3                MS. LOIS MORRISON:   To use the example

4 that you're describing, in terms of our refrigerator

5 recycling program, we're actually not targeting your

6 ten (10) year old fridge that you're using today as

7 your primary fridge.  What we're targeting are the

8 fridges that people have in their basements that are

9 about twenty (20) years old that are maybe housing the

10 one (1) can of pop.  And we're encouraging customers to

11 remove that -- that appliance from the system.

12                And so that -- that removal has

13 significant energy savings.  The -- the way we track it

14 is we actually, through cust -- customer surveys, find

15 out did they replace that unit that they -- that we

16 removed from their system?  We also track what syst --

17 what units we remove from the system so we have an idea

18 as to what the vintage of those actual units are.  We

19 have an understanding, then, of what the actual

20 kilowatt hour consumption of those units are.  We also,

21 for that program in particular, do not -- we assume a

22 life of savings, and then we stop it.  And so we don't

23 continue those savings persisting in the system.  We

24 assume that those savings would have dropped off.

25                DR. HUGH GRANT:   So for example, if it
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1 was a twenty (20) year old fridge that you assumed had

2 a twenty-five (25) year life span, you would record it

3 as a savings for five (5) years and then it would drop

4 out?  It would no longer be...

5                MS. LOIS MORRISON:   That is correct.

6 We use the ten (10) year life on those savings, because

7 the -- of the average life of the refrigerators that

8 we're bringing in.

9                DR. HUGH GRANT:   Thank you.  So I just

10 have one (1) other question, and it's in term -- and

11 it's about the sort of fuel-switching possibilities.

12 Mr. Barnlund presented some data Friday about the

13 number of all-electricity customers there are.  I'm

14 just wondering if -- if it's possible, as a rule of

15 thumb, to tell me if there were a hundred and seventy-

16 seven thousand (177,000) -- I'm just looking at slide 9

17 from Friday.

18                There were a hundred and seventy-seven

19 thousand (177,000) residential basic all-electric

20 consumers.  I'm just wondering about the possibility

21 for -- of fuel-switching there.  Like, how many people

22 are -- are off the natural gas grid?  Part of this is

23 during the NFAT, when you presented such overwhelming

24 evidence about the benefits of fuel-switching, I ran

25 home, called my furnace man, and the first question he
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1 asked was, Do you have gas service in your area?

2                And I just assumed that 100 percent of

3 Winnipeg would be covered.  And -- and so I was

4 surprised they'd even ask that question.  I -- I then

5 assured him that I did, because I live a few doors down

6 from that boiler that blew up, which I'll, for the

7 record, note was not Manitoba Hydro's fault.  But so --

8 but I was just surprised he even asked that question.

9                So I guess I'm interested -- of the

10 hundred and seventy-seven thousand (177,000), what

11 percentage of those have no gas service whatsoever?

12 What percentage may -- there may be gas service but

13 there's no infrastructure?  Do you have any idea?

14 Because I'm just -- I guess I'm trying to think through

15 just the range of potential savings from natural gas --

16 switching to natural gas.

17

18                       (BRIEF PAUSE)

19

20                DR. HUGH GRANT:   If I could add to

21 that, the answer I got by the way was that the cost of

22 ripping out and, you know, changing over my condominium

23 unit was prohibitive to switching.  And so I -- I guess

24 I was also curious about that.

25                Even if you have service in the area,
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1 how often do you run into a situation where it's simply

2 prohibitive, the capital cost of switching?  You know,

3 quite apart from the appliances necessary, but just the

4 other construction aspects.

5                MS. LOIS MORRISON:   You're correct that

6 it's easier in areas where the gas is already running

7 down the street.  If the house has a central air --

8 central air-forced furnace, then we're in a better

9 position to install a natural gas furnace because at

10 that point you're simply bringing in a service line and

11 the gas piping within the house.

12                There may be, depending on the house

13 configurations, subtleties that make it more or less

14 expensive as -- in terms of doing that installation.

15 But generally the cost of the natural gas furnace would

16 -- the service line would be free.  The piping might be

17 an additional four (4) to five hundred dollars ($500),

18 again depending on the size of the house and the

19 configuration of that house.  And assuming that there's

20 a central air force furnace with ducting and such that

21 you could put in a natural gas furnace.

22                We did actually respond to a question

23 for MMF where we identified the number of customers in

24 non-gas available areas, and we have about ninety-eight

25 thousand (98,000) customers that would be termed to be
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1 in -- that are in areas that we would say are -- do not

2 have natural gas service.

3                We also have area -- an area that we

4 call the south gas available area in Manitoba.  Now, we

5 define those customers as being closer to gas but the -

6 - there are pockets within that area where those

7 customers still may not be economically close to gas

8 just because we -- we have to group by geographic

9 areas.

10                So, in fact, we have one (1) individual

11 who works in my area who is technically in south gas

12 available area, but when he costs out extending gas, we

13 were talking about an additional cost of about a

14 hundred to two hundred (200) -- a hundred and twenty

15 thousand dollars ($120,000) to extend gas to his

16 location.

17                So we try to, within our -- our

18 assessment, get a good understanding as to the number

19 of customers that are close to gas, or economically

20 close to gas, but unless we actually go out and -- and

21 survey individual customers it would be very difficult

22 to do so.  But we do have a relatively good estimate.

23                And as I said, there's about ninety-

24 eight thousand (98,000) customers who are in non-gas

25 available areas.
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1                DR. HUGH GRANT:   Great, thank you.

2

3                       (BRIEF PAUSE)

4

5                THE CHAIRPERSON:   I have a few

6 questions, starting with slide 22.  Now, I guess

7 looking at that -- looking at that slide it suggests to

8 me that there's virtually no programs that are -- well,

9 virtually -- there's a few programs starting in the

10 nearby horizon.

11                Am I -- am I reading that correctly?  I

12 mean, there's only a few programs that I see starting

13 '18/'19, '19/'20.  All of the rest are programs that

14 have already been established?

15                Is that correct?

16                MS. LOIS MORRISON:   That is correct.

17 This is consistent with our 2014 Power Smart Plan, and

18 our recently updated 2015 Power Smart Plan.  Under

19 that, we had -- I believe it was four (4) programs that

20 were being launched in years -- in the 2017/'18 and

21 2019 period.

22                MR. LLOYD KUCZEK:   I would add that we

23 are looking at additional opportunities.  We -- we

24 didn't include the potential for some additional

25 programs in this, but we are considering some and
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1 investigating the feasibility of offering some

2 additional programs.  So -- but this -- they weren't

3 included in these lines.

4

5                       (BRIEF PAUSE)

6

7                THE CHAIRPERSON:   So looking at slide

8 26, I'm looking at the very first bullet, so the

9 elimination of any confusion regarding elligibil --

10 eligibility related to arrears, that's really about

11 just -- these are the programs and just to make sure

12 you understand what the programs are, right?  I mean,

13 there's no...

14                MR. LLOYD KUCZEK:   There was confusion

15 with our program because what -- what we were trying to

16 do when we launched the Affordable Energy Program and

17 being integrated in terms of our activities, we were

18 trying to achieve two (2) things.  We were saying that

19 customers could participate in the program if they're

20 in arrears, but we asked them to -- to make payment

21 arrangements first.

22                So what we learnt over time is, is the

23 messaging that was getting out to customers was that --

24 was if they were in arrears they felt like they

25 couldn't participate.  And we heard that too many
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1 times.  We heard that at NFAT.  And we changed that so

2 that there's no issue related to being on arrears or

3 not.  You are eligible to participate in the -- the

4 Affordable Energy Program.

5                THE CHAIRPERSON:   Now you did indicate

6 that there were about twenty (20) customers on net

7 metering.  Could you -- could you describe that

8 particular program for me, please?

9                MR. LLOYD KUCZEK:   Net metering is an

10 opportunity where a customer can generate their own

11 power through solar PV or wind.  And so we install a

12 meter that basically is a two (2) way meter, but -- and

13 so the customer ends up getting billed the net

14 consumption that they use and generate.

15                THE CHAIRPERSON:   So if they're

16 generating excess power are they getting any credit for

17 that or...?

18                MR. LLOYD KUCZEK:   Correct, they --

19 they do.

20                THE CHAIRPERSON:   They do get a credit.

21 And what's the rate at which they get the credit?

22                MR. LLOYD KUCZEK:   The runoff rate.  So

23 if you're a residential customer you would get it at

24 the rate that Mr. Barnlund charges you for residential

25 rates.
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1                THE CHAIRPERSON:   So is that program

2 commonly communicated or is it -- are people aware of

3 this program or is it just one-off kind of thing as

4 you've done in the past?

5                MR. LLOYD KUCZEK:   We don't

6 aggressively advertise it.  It's more of a respond to

7 customers as they inquire about the program.  I -- I

8 don't know if it's on our website or not in terms of

9 any information.  I'd have to check that, but...  It is

10 on our website, I'm told.

11                THE CHAIRPERSON:   Okay, now, the slide

12 52 talks about grid parity, and that's not consistent

13 with what this panel has seen earlier in these

14 proceedings.  I thought we had seen something that was

15 closer to twenty-five (25), twenty-six (26) for grid

16 parity.

17                In any case, I do recall it from the

18 NFAT.  And certainly grid parity was a lot earlier than

19 what we're seeing on this graph.  Has anything changed,

20 in your view, about grid parity?

21                MR. LLOYD KUCZEK:   I don't know if

22 anything's changed.  So grid parity is dependent on the

23 region for sure in two (2) regards.  One (1) is what

24 the electricity rates are in that region and the other

25 is, is the energy intensity is different in different
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1 regions, and it's higher in California, for example,

2 than it would be in Manitoba.

3                I -- I had a slide that I was going to

4 offer that showed that as part of my presentation but I

5 cut it out, being concerned about the time involved

6 with the presentation.

7                DR. HUGH GRANT:   Can I just follow up

8 on this to make sure I understand the graph?  This came

9 up in one (1) context about microgrids and other

10 things, so I'm just not sure.  What does distributed

11 solar PV mean?  In other words, is this telling me that

12 if I go out and put a solar panel on my roof, that by

13 2027 low cost estimate means I could -- it would be

14 just as cheap for a solar panel in my house or does

15 this mean -- are there any infrastructure charges or

16 distribution charges I guess is what I'm...

17                MR. LLOYD KUCZEK:   Well -- well, the

18 industry's having discussions regarding that.  Right

19 now, we -- there's no charges that we would apply to a

20 customer that was connected to our system if they had a

21 solar panel system connected to it.

22                But the concern is, is as you move into

23 the future, who's going to pay for the infrastructure

24 cost.  So there are -- some regions in the US are --

25 are considering that today.  And as we move into the
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1 future, I suspect more regions will be considering that

2 issue.

3                DR. HUGH GRANT:   It -- so just to

4 clarify, though, would this be -- would this chart

5 represent what it would cost a solar farm -- commercial

6 solar farm somewhere to deliver power to my home

7 without a grid charge, or is this just showing what a

8 residential --

9                MR. LLOYD KUCZEK:   This is just

10 residential.

11                DR. HUGH GRANT:   So this is just if I

12 put a solar panel on my roof?

13                MR. LLOYD KUCZEK:   Correct.

14                MS. MARILYN KAPITANY:   I looked again

15 at slide 62, and I'm -- I just want to be sure I'm

16 understanding it correctly.  So you're saying that

17 there's a desire for more DSM, and the costs may go up.

18                And so is this the -- the billion

19 dollars, or the 1.7 billion, is that the total costs

20 over twenty (20) years?  And what are you seeing that

21 would contribute to those extra costs?  Is it just a

22 marginal increase, or is it new technology you're

23 thinking that will be brought on?

24                I -- I'm just not sure I understand this

25 slide.
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1                MR. LLOYD KUCZEK:   Okay.  So if -- if

2 you look at our energy efficiency programs today, and

3 if you exclude load displacement, fuel switching, and

4 conservation rates, which are kind of in a different

5 category, and keep codes out of it, our -- in

6 aggregate, on average, our efficiency programs cost

7 today two point four (2.4) cents per kilowatt hour.

8                So -- and –- and they used to cost less

9 when -- earlier in -- when we were offering DSM

10 programs.  But as we move along in time and try -- try

11 to capture deeper energy savings within those

12 individual opportunities, the strategy is -- is to

13 increase the incentives.  So you're trying to optimize

14 your investment by doing that.

15                And so we went from offering incentives

16 that might have been in the range of one (1) to one and

17 a half (1 1/2) cents for some programs in the early

18 2000s to now moving to the two point four (2.4) cent

19 range.  But there are some programs that are greater

20 than that as well.

21                So just to give you some sense, if you

22 were to achieve the higher targets -- and nobody knows

23 what these costs are going to be, but my sense is -- is

24 if you -- if I just go back to the slide, and if you

25 look at the energy efficiency programs, and if we



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

2705

1 wanted to achieve more potentially in five (5) years

2 from now when we have more experience and there's less

3 participants available in the market within those

4 opportunities, you -- you might change your design and

5 offer higher incentives.

6                So instead of it being two point four

7 (2.4) cents, you might increase that to three and a

8 half (3 1/2) or four (4) cents, just to get more

9 savings or people to participate.  So as you move along

10 and try to capture the opportunities or deeper within

11 those opportunities, our best guess would be that the

12 costs will be higher.

13                And so with some other opportunities

14 that people are talking about such as solar, air source

15 heat pumps, geothermal, again, those opportunities are

16 very expensive.  And our experience to date is -- is

17 that when -- when you're having pay-backs of twenty

18 (20) years, twenty-five (25) years, it's very hard to

19 get customers to participate in those programs, and to

20 get serious penetration in the market, you're going to

21 have to be fairly aggressive with your incentives.

22                So you're likely not going to achieve

23 serious penetration even at four (4) cents.  It could

24 be higher with those opportunities.  So in the end of

25 the day, it would be a combination.
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1                We're -- we're just doing some high-

2 level assessments today just to -- or -- or in our shop

3 to try to see what -- what could be done.  But, you

4 know, I didn't want to get into the details of what

5 those opportunities are, because it's somewhat outside

6 the scope of this GRA.

7                I just -- I really just wanted to make

8 the Board aware that there will likely be higher -- or

9 there could potentially be higher pressures or more

10 pressures on the financial side from Mr. Rainkie

11 because of this area as well as some other areas in the

12 Corporation.  That was really my point of this section.

13                MS. MARILYN KAPITANY:   But this is

14 still what we would have referred to in the NFAT as

15 economic DSM?

16                MR. LLOYD KUCZEK:   That -- that --

17 that's always a challenging issue to deal with, because

18 what's economic?  So there's -- there's economic from

19 the perspective of the resource itself, and then

20 there's economics from the Utility and the customer

21 perspective.  So there's different perspectives.

22                But if I talk just in terms of the

23 resource perspective, and that's dealing with --

24 doesn't matter who pays for it, solar today is not

25 economic.  And -- and you also have to take that into
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1 the context of whether or not -- okay.  So it's not an

2 economic in the sense that benefits are not greater

3 than the costs, the costs being measured by marginal

4 cost.

5                So geothermal could be economic, or it

6 may not be, depending on the -- the cost of the

7 installation.  So there's a wide range of costs for

8 installing geothermal.

9                With our community geothermal program,

10 what we're able to do is drive down those costs,

11 because the community is using their labour and they're

12 doing bulk purchases for the -- the equipment.  So it

13 drives down the price.  We think that with the air

14 source heat pumps, there might be some potential there.

15 But again, it's going to -- you know, today it's

16 looking like payback periods of twenty-five (25) years,

17 so very challenging.  So again, the costs would be

18 higher.  I hope that helps.

19                DR. HUGH GRANT:   Can I just follow up

20 on this a bit?  Because it sort of relates -- I'm

21 trying to understand the -- the graph on fifty-nine

22 (59).  Something's being held constant here, I think.

23 Is this the incremental energy savings from existing

24 Power Smart programs?  It -- it just seems odd that you

25 kind of forecast some significant savings over the next
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1 five (5) years, and then they tail off dramatically.

2                And is this -- so is technology fixed or

3 programs fixed?  Which is it?

4                MR. LLOYD KUCZEK:   Yeah, I -- you know,

5 I think this causes some confusion, so it's a good

6 question, because -- and I was hoping the next slide

7 would actually address that.  So what we introduced in

8 our 2014 plan was these new initiatives that we've been

9 talking about for a while in this room: fuel switching,

10 conservation rates.  We've been talking about that

11 since the -- for a decade now.  And load displacement,

12 we actually started pursuing that, actually, a -- a

13 number of years ago as well with one (1) customer.

14                So when we came to the NFAT, and we --

15 we really were pushed -- trying to push the envelope in

16 terms of, What are the opportunities on DSM?  So for

17 the sensitivity analysis, we included everything we

18 could think of -- think of, and -- and we pushed the

19 envelope as much as we could.  And so what you -- what

20 you see there -- that hump is driven by these -- these

21 opportunities that come, and you would -- you -- you

22 would -- once you achieve them, they're -- they're

23 gone.

24                So when you -- Lois -- when Ms.

25 Morrison, if she were to have a fuel-switching program,



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

2709

1 she would go out in the market, she would run the

2 program for a certain period of time, capture the

3 energy savings, and then she's -- the program is gone.

4 So -- and -- and also what's happening is some of the

5 programs are actually coming to an end, like the

6 Refrigerator Buy-Back Program.

7                So in that short period of time there,

8 you've got load displacement, which is significant,

9 fuel switching, and energy conservation rates all

10 coming in and kicking in.  And I think the aggregate of

11 those three (3) is about 1,300 gigawatt hours.  So once

12 they kick in, and then you go out into the future and

13 you don't have those opportunities available again,

14 then you're back to your -- your traditional programs,

15 which the next slide I showed you.  And if you take out

16 codes, then you're back down to your normal programming

17 again.

18                And unless you could find some other

19 opportunities like fuel switching or load displacement,

20 you're faced with, How am I going to achieve those

21 targets and what are those opportunities, right?  And

22 so I throw -- you know, people are kind of hoping that

23 solar might be the answer in the future in terms of how

24 you would do that.

25                DR. HUGH GRANT:   So -- so it -- sorry.
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1 If we were here five (5) years from now, God willing or

2 God help us, I'm -- you think you'd see a similar hump,

3 though?  Just -- you know, in other words, we're --

4 we're here trying to forecast the future, to a certain

5 extent.  And five (5) years from now, technology's

6 marched on, new programs have emerged, some costs have

7 changed.

8                So -- so do you think there will always

9 be a tendency for a little bit of a -- a blip over the

10 next five (5) years that tails off?

11                MR. LLOYD KUCZEK:   My experience would

12 suggest not, because if you look at the past and the

13 programming and the opportunities we've been pursuing,

14 if you -- this graph kind of indicates what's been

15 happening, and so those one (1) time opportunities, you

16 know, we could have introduced them slowly and

17 gradually, had we had conservation rates in.  It would

18 have been -- created more of a gradual effect in terms

19 of what we could achieve, had we pursued fuel switching

20 early -- earlier, same thing.

21                But, you know, I just don't -- I don't

22 know what those opportunities would be other than if

23 there was some -- there's a term for this, but when --

24 you know, when there's significant -- a significant

25 technology development in the marketplace.  You know,
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1 and if something like that were to happen, then you

2 could see a hump, and it would be dramatic.

3                And so, you know, Tesla's got the -- the

4 Gigafactory concept that he's talking about, but we --

5 you know, we're looking at that, too.  And right now,

6 the economics associated with the -- the battery

7 technology is not there, but that's not to say that

8 couldn't change or that couldn't happen.  It's just

9 hard to plan our resources to meet the future energy

10 needs of the province, anticipating that's going to

11 happen.  That's the challenge for us.

12                DR. HUGH GRANT:   Thanks.

13                THE CHAIRPERSON:   In relation to slide

14 64, over the nearby years we've seen accelerating

15 Utility investment in DSM.  What's driving those

16 increased costs?

17                MR. LLOYD KUCZEK:   That would be the

18 three (3) programs that I referred to; load

19 displacement which involves a significant investment,

20 fuel switching should we pursue fuel switching, and

21 energy conservation rates.  But I -- I think the

22 biggest impact is probably the load displacement

23 program.

24                THE CHAIRPERSON:   Now, you referred to

25 the potential for a gas line to go to Thomson.  Where
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1 would that line run?  I mean, general -- generally

2 speaking.  I know you probably haven't sited it yet,

3 but where -- would it be running power -- or gas from

4 southern Manitoba, would it be coming from

5 Saskatchewan, or...?

6                MS. LOIS MORRISON:   The project

7 proposal that we submitted to Natural Resources Canada

8 was to supply The Pas, and possibly OCN, from the

9 Saskatchewan border.

10                THE CHAIRPERSON:   You also described a

11 solar trough.  Could you explain what that is?

12

13                       (BRIEF PAUSE)

14

15                MR. LLOYD KUCZEK:   If you could

16 visualize a concave structure where it captures the

17 solar energy, and the concept is, is that it heats the

18 fluid and then the fluid -- the energy from that heat

19 would be used to -- as an energy source.

20                THE CHAIRPERSON:   Thank you for that.

21

22                       (BRIEF PAUSE)

23

24                DR. HUGH GRANT:   Could you just tell me

25 something about -- I know nothing about this topic, but
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1 cold climate air to heat pumps?  This is -- you're

2 trying this out somewhere in the province?

3                MS. LOIS MORRISON:   Cold climate air

4 source heat pumps are a newer version of air source

5 heat pumps.  Air source heat pumps are essentially a

6 mechanism that takes the heat out of the air, or takes

7 the cold out of the air, and transfers it such that

8 you're using the heat from the outside air, you're

9 dragging it basically into the house.

10                Or on the reverse of that, you're taking

11 the -- the heat out of the house, and dropping it

12 outside of the house.  It's -- it's essentially similar

13 to a geothermal heat pump system, except instead of it

14 taking it from the earth you're taking it from the

15 outside air.

16                Now, a cold climate air source heat pump

17 is a technology that's been developed specifically to

18 work in colder climates, and to provide that same heat

19 draw from the air but in a colder environment.  They

20 are newer technologies, and so we are right now

21 monitoring those systems.  There's two (2) systems in

22 Manitoba that we're monitoring to see how they perform.

23                They're -- air source heat pumps, and

24 even cold climate air source heat pumps, are

25 traditionally used more often in more moderate
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1 temperature zones.  We also have seen a number of air

2 source heat pumps, or ductless heat pumps, installed in

3 Manitoba but what they're being installed in is for air

4 conditioning purposes.

5                You're seeing it actually installed in

6 the River Heights area of Winnipeg where people who

7 have central boiler systems would like to have air

8 conditioning.  They don't have ducts, so they can't put

9 a central air conditioning system in.  So they're

10 putting in these ductless heat pumps, which are an air

11 source system, to provide cooling.

12                MR. LLOYD KUCZEK:   Just to add to that.

13 So with geothermal systems, you're seeing efficiencies

14 of -- COPs of -- which stands for coefficient --

15 efficiencies of three (3) to four (4) -- four (4) which

16 is -- 300 percent or 400 percent.  So that's what you

17 get with a typical geothermal system.

18                With air source heat pumps the problem

19 is, is the air gets quite cold in Manitoba in the

20 winter time so with traditional systems they would just

21 shut down at a certain temperature.  And I believe

22 those are around minus five (5), minus ten (10).  I'm

23 not -- not really sure.  With these newer technologies

24 it shuts down at a colder temperature.

25                But as the temperature goes down the
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1 other important factor is, is the efficiencies go down.

2 So preliminary indications of our assessments of the

3 two (2) units installed this past winter, or I'm not

4 sure if they're installed this past winter but that we

5 monitored, show efficiencies in the range of one point

6 five (1.5), so nowhere close to what a geothermal

7 system would get.

8                But -- so, you know, now you've got make

9 up the -- the additional costs associated with

10 installing those systems, and you're only capturing

11 that smaller efficiency.

12                THE CHAIRPERSON:   It'd probably be an

13 appropriate time to take a break.  Let's break now and

14 resume at twenty-five (25) to -- twenty-five (25) to

15 11:00.  Thank you.

16

17 --- Upon recessing at 10:22 a.m.

18 --- Upon resuming at 10:36 p.m.

19

20                THE CHAIRPERSON:   Thank you.  Are ready

21 -- I think we're ready to resume the proceedings, so I

22 will turn the microphone over to -- to you, Mr.

23 Hombach.

24

25 CROSS-EXAMINATION BY MR. SVEN HOMBACH:
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1                MR. SVEN HOMBACH:   Thank you, Mr.

2 Chairman.  Good morning to everyone.  And, Ms.

3 Galbraith, thank you for attending your first hearing

4 here.  I hope as part of the job description, you were

5 told that you'd be spending a lot of time with lawyers.

6                My questions are going to be questions

7 to the panel.  I may direct them to the person that I

8 think is likely the most appropriate one to answer

9 them, but by all means, if somebody else thinks they

10 should pipe in, please do go ahead.

11                I circulated electronically Volume V of

12 Board counsel's book of documents.  I'm told that every

13 member on the panel has access to that copy.  Mr.

14 Simonsen, I propose that we make that Exhibit PUB-20-5.

15                MR. KURT SIMONSEN:   Thank you.  So

16 noted.

17

18 --- EXHIBIT NO. PUB-20-5:  Volume V of Board counsel's

19                             book of documents

20

21 CONTINUED BY MR. SVEN HOMBACH:

22                MR. SVEN HOMBACH:   Mr. Barnlund, when

23 you were on the microphone on Friday, you indicated the

24 difference in revenue to Manitoba Hydro depending on

25 whether or not new rates are granted effective July 1
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1 versus August 1.  And reviewing page 2,613 of the

2 transcript, it's my understanding that you indicated

3 that the difference between April 1 rates and July 1

4 rates would be about 12.5 million, while the difference

5 between April 1 rates and August 1 rates would be

6 sixteen point eight (16.8).

7                Do I have those numbers correct?

8                MR. GREG BARNLUND:   Yes, that's

9 correct.   To implement the rate increase that was

10 requested -- to fully implement 3.95 percent effective

11 July 1 would produce additional revenue for the test

12 year or for -- for this fiscal year of $44.9 million,

13 which is $12.5 million less than the fifty-seven point

14 four (57.4) that we anticipated or have requested.

15                And respectfully, for August 1, the

16 additional revenue that would be generated if we had a

17 3.95 percent increase on August 1 would be $40.6

18 million, which is a reduction in the revenues from what

19 we had anticipated of 16.8 million.

20                MR. SVEN HOMBACH:   And that's a

21 difference in one (1) month of 4.3 million?

22                MR. GREG BARNLUND:   Yes, that's

23 correct.

24                MR. SVEN HOMBACH:   You're basing that

25 on annualized revenues of 57 million, I assume?
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1                MR. GREG BARNLUND:   Yes, that's

2 correct.

3                MR. SVEN HOMBACH:   And you confirm

4 that, regardless of whether rates are awarded June 1 or

5 -- sorry, July 1 or August 1, Manitoba Hydro thereafter

6 will continue to earn $57 million of incremental

7 revenue in perpetuity?

8                MR. GREG BARNLUND:   The full-year

9 impact would be $57.4 million, but in the current

10 fiscal year we would not obtain 57.4 million.

11                MR. SVEN HOMBACH:   Has Manitoba Hydro

12 calculated the net present value of that revenue stream

13 in perpetuity, or are you in a position to provide me

14 with a range?

15

16                       (BRIEF PAUSE)

17

18                MR. GREG BARNLUND:   I just need to

19 check for a moment, please.

20

21                       (BRIEF PAUSE)

22

23                MR. GREG BARNLUND:   Mr. Hombach, I

24 don't have that reference.  I'm told that there may

25 have been an IR that had been prepared and had been
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1 examined with the finance panel.  And I'm not sure, it

2 may be in the book of documents for the finance panel.

3                MR. SVEN HOMBACH:   Subject to check,

4 will you accept that it's about 1 billion?

5                MR. GREG BARNLUND:   Subject to check.

6                MR. SVEN HOMBACH:   Thank you.

7                Mr. Kuczek, I hope you're feeling

8 better, and thank you for being here this morning.

9                To determine domestic demand, one has to

10 look at two (2) things.  One has to look at the load

11 forecast and then subtract any savings that arise

12 through DSM, correct?

13

14                       (BRIEF PAUSE)

15

16                MS. LOIS MORRISON:   If we are looking

17 at resource -- from a resource planning perspective,

18 the resource planners take our load forecast, and DSM

19 is one (1) of the measures that they use for

20 determining how to best meet that future load

21 requirement.

22                MR. SVEN HOMBACH:   The demand

23 projections in the Power Resource Plan, do those take

24 the load projections from the load forecast and then

25 subtract the DSM projections from the Power Smart Plan?
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1                Or are there any other adjustments?

2                MS. LOIS MORRISON:   One (1) way of

3 doing -- doing the analysis could be to take our load

4 forecast and remove the energy projections and demand

5 projections that are presented in our 2014 load

6 forecast.

7                MR. SVEN HOMBACH:   The most recent load

8 forecast that's currently available is the 2014 load

9 forecast that formed the basis of the application,

10 correct?

11                MS. LOIS MORRISON:   That is correct.

12                MR. SVEN HOMBACH:   And the most recent

13 long-term Power Smart Plan is still the fifteen (15)

14 year supplemental Power Smart Plan that was provided

15 during the NFAT?

16

17                       (BRIEF PAUSE)

18

19                MS. LOIS MORRISON:   The most recent

20 long-term DSM plan is the one that was filed as part of

21 this proceedings, and it's the 2014 to 2017 fifteen

22 (15) year supplementary report.

23                MR. SVEN HOMBACH:   Which is the same

24 report that was filed in the NFAT proceeding, I

25 believe, April or early May?
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1                MR. LLOYD KUCZEK:   We're struggling

2 with our memory whether it was filed.  But if it was

3 filed as part of NFAT, yes.

4                MR. SVEN HOMBACH:   And accept that

5 subject to check.  Since then, Manitoba Hydro has filed

6 a one (1) year '15/'16 Power Smart Plan?

7                MS. LOIS MORRISON:   That is correct.

8                MR. SVEN HOMBACH:   Was that prepared in

9 consultation with the province similar to the fifteen

10 (15) year plan filed during the NFAT?

11                MS. LOIS MORRISON:   That is correct.

12                MR. SVEN HOMBACH:   And was the switch

13 to a one (1) year plan made at the direction of the

14 Province of Manitoba?

15                MR. LLOYD KUCZEK:   It was the -- the

16 government's preference to develop a one (1) year plan,

17 yes.

18                MR. SVEN HOMBACH:   Has Manitoba Hydro

19 currently made any changes to its long-term DSM

20 projections as a result of this new one (1) year plan?

21                MR. LLOYD KUCZEK:   We're in the process

22 of developing a revised longer-term plan at this point,

23 but we don't have one in place at this point.

24                MR. SVEN HOMBACH:   By that you mean you

25 haven't prepared one (1) yet and it hasn't been
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1 provided to the province for consultation yet?

2                MR. LLOYD KUCZEK:   The plans that we

3 develop in consultation with the government have been

4 the shorter term plans.  And so the longer term plans

5 that we've developed during those years has been to

6 accommodate our -- our internal needs which is related

7 to resource planning.  But as I mentioned earlier in

8 terms of DSM it's -- it's not short-term thinking that

9 takes place.  Our staff think in -- think in terms of

10 what they have to do over a long period of time with

11 the programs and how they have to achieve those

12 results.

13                So we have to -- and we think it's

14 prudent to take the long-term perspective in terms of

15 developing those programs and developing strategies and

16 optimizing the investments in that regard.  And from a

17 resource planning perspective it's important to --

18 well, we need a long-term plan.  So the short-term

19 versions were to accommodate government's preferences.

20                MR. SVEN HOMBACH:   Do you anticipate a

21 new long-term plan being ready before the conclusion of

22 this proceeding?

23                MR. LLOYD KUCZEK:   No, because we're --

24 we're doing some serious thinking about what can be

25 accomplished I guess.  And just giving you one (1)
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1 example.  So on the codes and standards we've been

2 conservative with our estimates in terms of what's

3 achieved -- or going to be achieved through codes and

4 standards.  So what we have in our plans have always

5 been -- or not always, but what's currently in the 2014

6 long-term plan is what's going to be achieved through

7 the codes and standards that are in place today

8 effectively.

9                And so what we're talking about is, is

10 maybe it's reasonable to assume that we will make some

11 more progress in terms of codes and standards and we

12 should include that as part of our longer term plan as

13 well should we -- you know, when we go to update it.

14 So there's those discussions.

15                And there's also the discussions about,

16 you know, if we're going to have potential targets in

17 the future or somebody else were.  But presumably, you

18 know, the same staff would be involved anyways that

19 would be doing the work.  So we're having some

20 discussions about what potentially could be achieved in

21 the future, maybe with solar PB as well.

22                So, you know, some challenges for the

23 staff in terms of trying to come up with an estimate of

24 what those opportunities would be, but to -- the simple

25 answer to your question is we don't expect to have that
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1 finalized in the next few weeks anyways.

2                MR. SVEN HOMBACH:   To allow Mr. Rainkie

3 to do his planning as to DSM spending is it your

4 department, Mr. Kuczek, that provides Mr. Rainkie with

5 the numbers of projected DSM spending?

6                MR. LLOYD KUCZEK:   It's Ms. Pilek's

7 area that provides Mr. Rainkie's area with the

8 estimates.

9                MR. SVEN HOMBACH:   On May 25th Mr.

10 Rainkie was on the record -- and I'm referring to page

11 190 of the transcript in this proceeding saying that he

12 has put in a 'placeholder for DSM spending'.  And I see

13 that Mr. Rainkie is sitting in the corner and I believe

14 that somebody was brave enough to give him a

15 microphone.  So I'll be happy to defer to him.

16                The -- the placeholder spending that's

17 currently in the financial projections, is that still

18 based on the fifteen (15) year supplemental Power Smart

19 plan?

20

21                       (BRIEF PAUSE)

22

23                MR. LLOYD KUCZEK:   I could help Mr.

24 Rainkie because --

25                MR. SVEN HOMBACH:   Certainly.
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1                MR. LLOYD KUCZEK:   -- Ms. Pilek

2 provides that information to his staff and Ms. Pilek

3 has indicated that's correct.

4                MR. SVEN HOMBACH:   The last time you

5 were before this panel, aside from this proceeding, was

6 during the NFAT.  So if we could turn to page 24 of

7 Volume V of Board counsel's book of documents.

8

9                       (BRIEF PAUSE)

10

11                MR. SVEN HOMBACH:   It may be helpful to

12 provide the panel with an overview of what the

13 projections were during the NFAT and what they are now.

14 This is a chart that shows a comparison of the load

15 forecasts presented during the NFAT in conjunction with

16 DSM Level 2, with the most recent load forecast and the

17 2014/'15 year Power Smart plan supplement.

18                Mr. Kuczek, have you had an opportunity

19 to review this chart?  Ms. Morrison?

20                MS. LOIS MORRISON:   Yes, we have.

21                MR. SVEN HOMBACH:   Does Manitoba Hydro

22 agree that this is an accurate representation?

23                MS. LOIS MORRISON:   Yes.

24                MR. SVEN HOMBACH:   So all in all, at

25 this point, one (1) year after the NFAT, your total
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1 projection by the end of the forecast period is for

2 about 1,000 gigawatt hours less?

3                MS. LOIS MORRISON:   That is correct.

4                MR. SVEN HOMBACH:   And that represents

5 about four (4) years' worth of load growth?

6                MS. LOIS MORRISON:   One (1) year load

7 growth is equivalent to approximately 425 gigawatt

8 hours, so this would be closer to two (2) years of load

9 growth.

10                MR. SVEN HOMBACH:   Thank you.

11

12                       (BRIEF PAUSE)

13

14                MR. SVEN HOMBACH:   So let's deal with

15 the load forecast projections first.  If we could go to

16 page 12 of Board counsel's book of documents?

17

18                       (BRIEF PAUSE)

19

20                MR. SVEN HOMBACH:   Ms. Morrison, this

21 is a response that Manitoba Hydro provided by way of

22 PUB Information Request, and it indicates that in ten

23 (10) years, by 2023/'24, your base load forecast

24 projects are about 865 gigawatt hours less than what

25 was presented during the NFAT?
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1                MS. LOIS MORRISON:   Yes.  I should

2 qualify, or -- that the NFAT '13 update that is

3 presented here was a scenario that was created

4 representing emerging information within the pipeline

5 sector.  It was basically our 2013 baseload forecast

6 with projections of what might be seen in the pipeline

7 sector based upon, as I mentioned, emerging

8 information.  And --

9                MR. SVEN HOMBACH:   And, in fact, most

10 of the difference is attributable to changes in the

11 pipeline load assumptions, is it not?

12                MS. LOIS MORRISON:   Yes.  The majority

13 of the difference is related to adjustments related to

14 the updated projections for growth in the pipeline

15 sector.

16                MR. SVEN HOMBACH:   If we could turn to

17 page 100 of the book of documents?

18

19                       (BRIEF PAUSE)

20

21                MR. SVEN HOMBACH:   During the NFAT,

22 Manitoba Hydro gave a presentation speaking of 1,700

23 gigawatt hours per year of projected pipeline load.

24 However, the number that we see provided in response to

25 PUB-MH-I-57(b) only addresses a -- an initial
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1 projection of 1,478 gigawatt hours.

2                Can you reconcile the difference between

3 those numbers?  And just for the record, the seventeen

4 hundred (1,700) number is found on page 102.

5                MS. LOIS MORRISON:   As I mentioned,

6 this information that was coming forward during the

7 time that we were moving into the NFAT hearing was new

8 and emerging, and we were getting information as it was

9 coming forward.  And we felt that it was material to

10 the discussions, and so we brought it forward to the

11 panel during that time.

12                When the analysis that's presented here

13 -- the NFAT 2013 number, the update, was based on

14 analysis that was done at the request of MIPUG in one

15 (1) of their interrogatories, and so that is what we

16 reference here.  And the subsequent slides that were

17 discussed where we were speaking to 1,700 gigawatt

18 hours were again more adjusted information coming in

19 from the proponents, and based on our information from

20 the -- as to what we thought were going to be possible

21 volumes on the system with the pipeline sector.

22                MR. SVEN HOMBACH:   And the most current

23 number that you have available, Ms. Morrison, is 655

24 gigawatt hours?

25                MS. LOIS MORRISON:   Yes.  The most
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1 current information that we have at this time is 655

2 gigawatt hours of additional load compared to the 2013

3 load forecast.

4                MR. SVEN HOMBACH:   So just to be clear,

5 that means the additional load has been reduced from

6 seventeen hundred (1,700) to six fifty-five (655)?

7                MS. LOIS MORRISON:   We didn't have

8 1,700 gigawatt hours in our forecast, so it's not that

9 it -- it's been reduced from seventeen hundred (1,700).

10 It's been reduced by the 865 gigawatt hours presented

11 here.

12                MR. SVEN HOMBACH:   Can you discuss on

13 the public record what has led to those changes and

14 which customers have caused those changes in

15 assumptions?

16                MS. LOIS MORRISON:   The changes are as

17 a result of the customers better understanding how they

18 intend to operate and run the systems that they're

19 putting in place of the -- the three (3) projects that

20 Mr. Friesen testified to during the NFAT hearing.

21                The -- it is not one (1) customer that

22 has adjusted their projections for the 2014 plan -- or

23 sorry, 2014 forecast.  So essentially what's happened

24 is that as they've been getting -- fine-tuning their

25 hydraulic analyses, as they've been looking at their
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1 own systems and how they operate, they have further

2 refined what they feel their energy requirements would

3 be and have communicated those to our staff.  And those

4 staff had then communicated to us what that impact

5 would likely be to our future load requirements.

6                MR. SVEN HOMBACH:   At this point, how

7 certain is Manitoba Hydro that it has the correct

8 numbers?  How far are the pipeline customers in their

9 planning?

10                MS. LOIS MORRISON:   At this point in

11 time, we believe that the numbers that are presented in

12 the load forecast appropriately represent the

13 information that's available today.

14                MR. SVEN HOMBACH:   Which means it could

15 change, but you don't currently anticipate it to

16 change?

17                MS. LOIS MORRISON:   That is correct.  I

18 -- actually, I should qualify.  We are anticipating a

19 one (1) -- one (1) of the items in the 2015 forecast

20 that we are aware of is a one (1) year delay in one (1)

21 of the pipeline projects.

22                MR. SVEN HOMBACH:   And that's a

23 regulatory delay?

24                MS. LOIS MORRISON:   I would qualify it

25 likely as a regulatory delay.
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1                       (BRIEF PAUSE)

2

3                MR. SVEN HOMBACH:   You were asked this

4 morning about the statement on page 2 of your

5 presentation, that the price elasticity has been

6 validated.  Do you recall answering some questions to

7 Dr. Grant?

8                MS. LOIS MORRISON:   Yes, I mentioned

9 that we have contracted with a consultant to review the

10 elasticities that we are incor -- we have incorporated

11 into our 2014 load forecast and how they're used in our

12 models.

13                MR. SVEN HOMBACH:   Is that consultant

14 separately looking at the price elasticities of

15 different customer classes, or is he or she just trying

16 to determine a global number?

17                MS. LOIS MORRISON:   That consultant has

18 been asked to look at the elasticities by sector that

19 are used within all of the different components of our

20 load forecast.  So they've essentially are reviewing

21 the elasticities that we're using for the residential

22 basic, general service mass market, and general service

23 top consumers.

24                MR. SVEN HOMBACH:   If we go to page 3

25 of the presentation, we see that residential customers
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1 are about 35 percent of the market, whereas top

2 consumers alone are about 23?

3                MS. LOIS MORRISON:   I would state that

4 the residential customers represent approximately 30

5 percent.

6                MR. SVEN HOMBACH:   I'm sorry, yes.

7                MS. LOIS MORRISON:   And the -- and I

8 agree with you that the general service top consumers

9 represent approximately 23 percent.

10                MR. SVEN HOMBACH:   How many residential

11 customers do you have?  The number in my mind is about

12 four hundred and seventy thousand (470,000).

13                MS. LOIS MORRISON:   Yes, it is in that

14 range.

15                MR. SVEN HOMBACH:   How many top

16 consumers are there?

17                MS. LOIS MORRISON:   We have twenty-five

18 (25) top consumers.

19                MR. SVEN HOMBACH:   Is it fair, then, to

20 state that the loss of a top consumer due to price

21 elasticity would have a significantly higher impact on

22 Manitoba Hydro's load projections than the loss or

23 reduction in demand by a residential customer?

24                MS. LOIS MORRISON:   I would state that

25 the loss of a top consumer for any reason would have a
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1 significant impact upon Manitoba Hydro's load for --

2 energy -- or sorry, upon our revenue requirements and

3 such.

4                MR. SVEN HOMBACH:   And can you advise

5 the Board whether as part of the analysis that the

6 consultant is performing, the consultant will be

7 looking at the potential, not just for reductions in

8 demand by top consumers, but also the losses of top

9 consumers, meaning possibly a top consumer closing up

10 shop in Manitoba and going elsewhere?

11                MS. LOIS MORRISON:   The consultant that

12 we've contracted with is looking at the elasticities

13 and the factors on those elasticities that we've used

14 in our models.  They are not specifically reviewing

15 individual sectors and the viability of or the impacts

16 of those sectors of losing one (1) or two (2) top

17 consumers.

18                MR. SVEN HOMBACH:   Thank you for that

19 clarification.  Do you anticipate that report being

20 available before the end of this proceeding, or is that

21 a work in progress?

22                MS. LOIS MORRISON:   That report is

23 still being finalized.  It's still with the consultant.

24                MR. SVEN HOMBACH:   If it's going to be

25 available before the conclusion of the proceeding, can
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1 Manitoba Hydro undertake to file it with the Board?

2                MS. LOIS MORRISON:   Yes.  If we do

3 receive it and have it finalized before the end of

4 these proceedings, we can file it.

5                MR. SVEN HOMBACH:   Thank you.

6

7 --- UNDERTAKING NO. 47:    Manitoba Hydro to file

8                             consultant's report if it's

9                             received and finalized

10                             before the end of the

11                             proceedings

12

13 CONTINUED BY MR. SVEN HOMBACH:

14                MR. SVEN HOMBACH:   If we go to page 8

15 of Board counsel's book of documents, we see that the

16 year-over-year increase in demand projection is about

17 962 gigawatt hours?

18                MS. LOIS MORRISON:   That is correct.

19                MR. SVEN HOMBACH:   And that's broken

20 down further in Table 5 of the load forecast, which is

21 on page 9.  Ms. Morrison, I'm going to do something

22 dangerous for a lawyer.  I will try to attempt some

23 math, so correct me if those numbers are wrong.

24                But most of that is attributable to top

25 consumers at about 542 gigawatt hours?



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

2735

1                MS. LOIS MORRISON:   Yes.  Your math is

2 quite good.

3                MR. SVEN HOMBACH:   Compared to about

4 131 gigawatt hours for residential customers and 227

5 for mass-market customers?

6                MS. LOIS MORRISON:   That is correct.

7                MR. SVEN HOMBACH:   Are there any

8 particular industry sectors for which you are assuming

9 the lion's share of that growth?

10                MS. LOIS MORRISON:   A large portion of

11 that growth is being realized in the pipeline sector.

12 A portion is being -- is anticipated in the chemical

13 sector, and a portion is presen -- is anticipated in

14 the primary metals sector.

15                MR. SVEN HOMBACH:   If we could go to

16 page 10 of the book of documents, that is a chart that

17 was filed during the NFAT, pro -- providing a breakdown

18 of industrial consumption.

19                Have there been any significant changes

20 in assumptions other than those related to the proposed

21 pipeline load?

22                MS. LOIS MORRISON:   No.  The majority

23 of the changes are related to the pipeline load.

24                MR. SVEN HOMBACH:   The proposed smelter

25 closure that we've heard about, is that reflected in
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1 the current load forecast?

2                MS. LOIS MORRISON:   Yes.  The proposed

3 smelter closure that you refer to is referenced in and

4 presented in the 2014 forecast, as it's also presented

5 in the 2013 forecast which is referenced in this at

6 page 10 of your book of documents.

7                MR. SVEN HOMBACH:   There's been a -- a

8 number of references to electric heating now.  At page

9 2 of -- at Tab 2 of the Board counsel's book of

10 documents, page 17, is a breakdown from the load

11 forecast that shows projected monthly consumption.

12                And it appears from a review of this

13 that the winter growth is more or less projected to

14 continue at previous levels, whereas the summer growth

15 is almost doubling.

16                Am I reading that correctly?  And why is

17 that?

18

19                       (BRIEF PAUSE)

20

21                MS. LOIS MORRISON:   Could you provide

22 me with where you're referring to in terms of where

23 you're observing the growth doubling?  Are you

24 referring to the energy in the history, or in terms of

25 the forecast?  Are you retur -- ferring to the -- the
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1 percentage growth?

2                MR. SVEN HOMBACH:   If you -- if, for

3 example, you review the June or July column highlighted

4 in yellow, you see the average growth for the past ten

5 (10) years of 0.7 percent and 1.2 percent,

6 respectively.  Going down on the page, you see the ten

7 (10) year average growth forecast at 1.7 percent and

8 1.9 percent.

9                MS. LOIS MORRISON:   Okay.  So what

10 happens when this is calculated, the ten (10) year

11 historic average growth is calculated merely by taking

12 the energy consumption ten (10) years ago and comparing

13 it to the weather-adjusted current year.  And so -- and

14 then presents a -- a percentage growth based on that.

15 So if we have, say, the -- what this leads to is

16 potential for a month-to-month variation, year-to-year

17 variation.

18                If we go and look back at previous

19 forecasts, you'll see that this number changes quite

20 drastically.  So if we have, for example, a top

21 consumer that, say, has an unexpected shutdown in the

22 month of July in 2003, or in 2002, then that would then

23 be presented here as a substantial increase or a

24 substantial decrease.  So it's not necessarily directly

25 comparable, the line of the ten (10) year historical
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1 average growth to the ten (10) year forecast, because

2 the forecast assumes consistent average growth going

3 forward.

4                This calculation takes that one (1) year

5 snapshot and compares it to the one (1) year snapshot.

6 So in terms of how it's presented here, it's not

7 directly comparable, and it will fluctuate with each

8 forecast.  We actually had a very in -- in-depth

9 conversation about this after we had taken a closer

10 look as to whether it's appropriate to represent it

11 this way.

12                MR. SVEN HOMBACH:   So you're saying

13 this doesn't show a trend of doubling of summer

14 forecast?  It could rather show that there was a

15 certain consumer that, in the past, shut down a load or

16 had an unexpected load?

17                MS. LOIS MORRISON:   Or had an

18 unexpected higher load, or didn't shutdown as they

19 normally do.  That type of thing.  So we would have to

20 do more in -- detailed analysis, but it's -- it's not

21 the best representation of past growth.

22                MR. SVEN HOMBACH:   Yeah.  If we go to

23 page 20 of the book of documents, we see the actual

24 electric heating projections, and it appears that

25 Manitoba Hydro is still assuming the penetration of
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1 electric space heat to go up over the forecast period,

2 as well as the penetration of electric water heat?

3                MS. LOIS MORRISON:   That is correct.

4                MR. SVEN HOMBACH:   During the NFAT,

5 there was a chart that showed the discrepancy between

6 the cost in gas heating and electric heating to

7 continue to diverge, with gas having a significant cost

8 advantage.

9                Does Manitoba Hydro still see that as

10 the situation today?

11                MS. LOIS MORRISON:   The chart I believe

12 you're referring to was looking at historical cost

13 comparisons.  And at this point in time, we'll -- we

14 are still anticipating there to be a cost differential

15 between electric space heating and natural gas space

16 heating.

17                MR. SVEN HOMBACH:   The most recent

18 differential I believe we can see at page 64 of the

19 book of documents.

20                In light of that significant benefit,

21 what are some of the factors that lead you to believe

22 that the penetration of electric heat will continue in

23 the foreseeable future?

24

25                       (BRIEF PAUSE)
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1                MS. LOIS MORRISON:   There are still

2 customers who are choosing to install electric space

3 heat, although we have -- we are seeing a much lower

4 ramp-up rate in our current -- in our 2014 forecast.

5 What's projected here is a growth of -- for 2013, 36.7

6 percent up to 39.2 percent over a twenty (20) year

7 horizon in terms of the saturation of electric space

8 heating.  And that is based on using the econometric

9 models that have been developed with the price -- the

10 electricity price ratio with a three (3) to four (4)

11 year lag, as I mentioned, and also doing further

12 adjustments, reducing it for our anticipated effects of

13 the heating education campaign.

14                What we're recognizing is that there

15 will still be customers that choose, or -- to install

16 electric space heating for their pur -- for their own

17 reasons, because -- generally it's usually because the

18 upfront costs of installing an electric heating system

19 is cheaper than a natural gas system.

20                And there are still going to be those

21 customers that, as I mentioned -- I referred to the

22 individual who works in our area, although they are in

23 a south gas available area as we qualify it, or

24 classify it, they still may not be economically close

25 to gas.  So we are recognizing that that growth is
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1 still -- is going to occur, but at much lower rate than

2 we have seen in the past few years.

3                In terms of electric space water --

4 sorry, in terms of electric water heating, we are

5 anticipating that there -- we're hoping to slow that

6 growth, but we are seeing that that growth will

7 continue.  In terms of the costs, there's a number of

8 factors affecting the people putting in electric water

9 heating.  The cost of the unit is cheaper to install

10 when compared to a -- a side vent or power vent natural

11 gas water heater.

12                The fact that the -- so in the new home

13 market, we do anticipate that we will continue to see

14 the majority of cust -- customers putting in electric

15 space heat for that reason.  The home builders and the

16 customers building those homes have a number of

17 concerns, particularly -- as I mentioned, there's the

18 cost.

19                There's also the venting concerns.

20 There's a number of code requirements in terms of how

21 to vent natural gas equipment that have to be met, and

22 the challenges become more increasing when you try to

23 now bring in a third -- an additional gas appliance to

24 tho -- to meet those venting requirements.

25                And the homebuilder will be attempting
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1 to manage their costs appropriately, and the scheduling

2 and such of bringing in natural gas -- the additional

3 tradesmen, additional electric -- additional inspectors

4 also adds to their costs.  So there's a number of

5 factors on the new home market, but we are making some

6 inroads in that area in terms of the heating -- the

7 space heating systems.

8                But in terms of the water heating

9 systems, we've -- we do -- we believe that that is a --

10 a trend that will continue.  It's not a trend that's

11 unique to Manitoba, although we've seen it the

12 heaviest.  Recent conversations with counterparts in

13 Alberta have -- they have told me that they are also

14 facing that same concern in terms of the water heating

15 market.

16                They're seeing in some of their

17 subdivisions -- particularly in the Calgary area, they

18 are seeing an increase in the electric water heating

19 going in, and their cost differential is even greater

20 than our cost -- cost differential in terms of the

21 electric gas comparison.

22                MR. SVEN HOMBACH:   I believe you

23 indicated that the total number of Hydro customers in

24 areas in which gas is currently not available is about

25 ninety-eight thousand (98,000).
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1                Does that sound correct?

2                MS. LOIS MORRISON:   Yes.

3                MR. SVEN HOMBACH:   So those ninety-

4 eight thousand (98,000) would not have the choice to

5 switch to gas, even if the pricing differential

6 continues to grow?

7                MS. LOIS MORRISON:   That is correct,

8 unless we were to be successful in some of our

9 applications to the -- to Natural Resources Canada.

10                MR. SVEN HOMBACH:   If the pipeline from

11 Saskatchewan ultimately is built and the funding comes

12 through, how will that number be affected?   How many

13 additional customers will have the option to -- to heat

14 with gas?  And I'm only looking for a range of numbers.

15 I'm not expecting it to the last person.

16                MS. LOIS MORRISON:   I -- it would be

17 subject to check.  I think we were looking at about

18 five hundred (500) households in The Pas area.

19

20                       (BRIEF PAUSE)

21

22                MR. SVEN HOMBACH:   Is there more than

23 one (1) application to NRCan, or is it just one (1)

24 project?

25                MS. LOIS MORRISON:   We submitted a
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1 proposal that included four (4) projects.  One (1)

2 project was The Pas.  One (1) project was St. Francois

3 Xavier, and another project -- or extending gas to St.

4 -- to St. Francois Xavier.  Another project was to

5 support the work being done in the south central

6 Manitoba area.  And the fourth one was for a rural

7 municipality in the southern area of the province.  I'm

8 sorry, I'm drawing a blank, but it was primarily to

9 serve a number of farm operations.

10                MR. SVEN HOMBACH:   Any funding

11 contribution that has to be done by Manitoba Hydro, is

12 that handled through Centra Gas Manitoba Inc. or

13 through Manitoba Hydro?

14                MS. LOIS MORRISON:   That would be under

15 the Centra Gas side of the operations, and the level of

16 funding or contribution that Centra would make is

17 governed by feasibility tests that are PUB approved.

18                MR. SVEN HOMBACH:   Do you know as to

19 whether there's going to be any change to the existing

20 feasibility tests for these projects that Hydro's

21 proposing, or is it the test that the Board has

22 previously set?

23                MS. LOIS MORRISON:   Building on Mr.

24 Kuczek's previous discussions around continuing to look

25 for improvements and operational efficiencies in the
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1 future, we are reviewing a number of components of our

2 -- related to our gas side of the operations in terms

3 of our feasibility tests and how we conduct business on

4 their natural gas side in terms of service extensions.

5                MR. SVEN HOMBACH:   All right.  In the

6 meantime, the continued growth in electric heat, are

7 you expecting that to be evenly spread across the

8 province, or do you anticipate most of that to occur in

9 areas where gas is currently not available?

10                MS. LOIS MORRISON:   The growth in the

11 non-gassable -- the growth in the non-gas available --

12 available areas has been relatively consistent.  What

13 we're seeing is in terms of an acceleration of growth.

14 And we're -- what we're having some in-rows with is

15 growth of the -- of electric heat in the south gas

16 available areas, so not in Winnipeg.

17                In Winnipeg, what we're seeing is a

18 growth in the electric heating load -- electric water

19 heating load.  In the south gas available area, we've

20 been seeing an increase in the space and water heating

21 electric load.  And that's the area that we've focussed

22 a lot of our efforts in terms of our heating education

23 campaign and -- and such.

24                MR. SVEN HOMBACH:   Okay.  The -- the

25 $180 million in infrastructure funding, just to



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

2746

1 clarify, is that only for the link to The Pas, or is

2 that spread out between the four (4) projects that you

3 mentioned?

4                MS. LOIS MORRISON:   That was only for

5 The Pas.

6                MR. SVEN HOMBACH:   Is Hydro applying --

7 and by that I include Centra, as well, applying for any

8 infrastructure funding for the other three (3)

9 projects?

10                MS. LOIS MORRISON:   The proposal that

11 we submitted included requests for funding for all four

12 (4) projects.

13                MR. SVEN HOMBACH:   Sorry, but you said

14 the $180 million's only for one (1) of them.  Is the

15 global number higher?

16                MS. LOIS MORRISON:   Yes, the global

17 number is higher.

18                MR. SVEN HOMBACH:   What's the global

19 number?

20                MS. LOIS MORRISON:   We would have to

21 find -- refer back.  That's not readily available.

22                MR. SVEN HOMBACH:   Perhaps you could

23 undertake to provide that to the Board?

24                MS. LOIS MORRISON:   Yes.

25
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1 --- UNDERTAKING NO. 48:    Manitoba Hydro to report on

2                             the global funding number

3                             for all four (4) projects

4

5 CONTINUED BY MR. SVEN HOMBACH:

6                MR. SVEN HOMBACH:   If we turn to page

7 60 of Board counsel's book of documents, you see a

8 breakout of customers that you provided in response to

9 an MMF Information Request.  And that shows the ninety-

10 eight thousand (98,000) non-gas available customers.

11                The average annual bill that you see in

12 the second table for non-gas available customers, is

13 that an electric -- that's an electric bill that

14 assumes space heating and electric water heating?

15                MS. LOIS MORRISON:   That is a -- that

16 is the average for all customers in that area, and it

17 would include customers who heat with electricity for

18 space and water.  It would also include customers who

19 heat by other sources.  It would include customers who

20 do not have heat on their electric bill, so apartments

21 and such who are served by a common service.

22                MR. SVEN HOMBACH:   The electric heat

23 residential basic table that we see beneath that, is

24 that an average of all customers, including customers

25 for whom gas would be available?
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1                MS. LOIS MORRISON:   That would be an

2 average of all customers across the province who have

3 electric heat.  So, yes, it would also include areas

4 where gas is available.

5                MR. SVEN HOMBACH:   And the number of

6 two thousand and forty-eight dollars ($2,048) for an

7 annual bill, does that assume electric space heat and

8 electric water heat?

9

10                       (BRIEF PAUSE)

11

12                MS. LOIS MORRISON:   We -- you could

13 assume it includes both.

14                MR. SVEN HOMBACH:   Beneath that, there

15 is a table for residential basic customers with a non-

16 electric heat.

17                The eight hundred and fifty-five dollars

18 ($855) for them, which is less than half, does that

19 exclude the cost of the alternative heating source?

20                Is that for the electrical bill only?

21                MS. LOIS MORRISON:   Yes, that is for

22 the electricity bill only.

23                MR. SVEN HOMBACH:   Does Manitoba Hydro,

24 through its affiliation with Centra, have a -- a

25 similar table that looks at the total energy bill for
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1 those customers, at least to the extent that they are

2 heating with natural gas?

3

4                       (BRIEF PAUSE)

5

6                MR. SVEN HOMBACH:   If it's easier, is

7 it something that could be provided by way of

8 undertaking?

9                MR. GREG BARNLUND:   I believe we have

10 information that might be useful found in the

11 Information Request in Round 2 PUB/MH-58(b) as in

12 'Bob'.  We compared annual all-electric bills with

13 annual bills for customers that had electricity but

14 were heating with natural gas.

15

16                       (BRIEF PAUSE)

17

18                MR. GREG BARNLUND:   And that would be

19 the table that's on our display right now.

20                Now, this analysis was provided in

21 request to -- on a forecast basis to project what the

22 change in annual bills would be for a customer with

23 all-electric heat versus a customer with natural gas

24 heat.

25                The analysis that was undertaken
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1 reflects changes in average use that we've forecast for

2 both electricity and natural gas.  It also takes into

3 consideration the proposed and indicative rate

4 increases for electricity that are contained in this

5 application.

6                The natural gas amounts are not

7 escalated.  They are reflective of changes in the

8 forecast levels of average consumption between 2015 and

9 2024, but the bill itself is calculated based on gas

10 rates that were approved by this Board for February 1

11 of 2015.

12                So I think that the appropriate

13 reference would be for the first line in the table,

14 where we see year ending 2015, you would see an annual

15 electric bill, non-heating component of it is eight

16 hundred and fifty-five (855) -- eight hundred and

17 fifty-three dollars ($853), and the gas component of it

18 would be seven hundred and sixty-six dollars ($766).

19 So the total combined energy bill would be one thousand

20 six hundred and nineteen dollars ($1,619) approximately

21 for 2015.

22                And if we compare that -- if we can

23 scroll further back up to the table above.  Thank you.

24 The average annual electric bill for a customer that is

25 heating with electricity and assuming a -- an annual
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1 usage of 24,913 kilowatt hours would provide a bill

2 amount of one thousand nine hundred and twenty-six

3 dollars ($1,926).  And that includes the proposed

4 increases that are being sought in this application for

5 this year.

6                MR. SVEN HOMBACH:   So it's about three

7 hundred dollars ($300) less per year if you're heating

8 with gas at 2015 prices?

9                MR. GREG BARNLUND:   Yes, that's

10 correct.

11                MR. SVEN HOMBACH:   If we could scroll

12 down on that page for a moment there's a number of

13 footnotes, including a footnote number 4 that shows

14 that gas bill amounts are not being escalated.  It's my

15 understanding, Mr. Barnlund, that for purposes of

16 determining export price projections Manitoba Hydro is

17 projecting gas price increases.

18                Can Manitoba Hydro advise why there

19 would be a different assumption for residential

20 consumption?

21                MR. GREG BARNLUND:   We -- we know -- or

22 we understand, of course, that -- that the information

23 that we use in the preparation of our export price

24 forecast contains  proprietary and -- and sensitive

25 subset of information with respect to forecasts for
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1 natural gas prices.  For the purposes of preparing this

2 analysis we chose not to apply an estimate of change in

3 natural gas prices going forward.  And so that was the

4 limitation I think that we -- the boundary condition

5 that we put on this particular estimate.

6                MR. SVEN HOMBACH:   And if there was an

7 increase in gas prices then the savings that customers

8 could realize would decrease not increase?

9                MR. GREG BARNLUND:   Well, I wouldn't

10 say that.  I think you'd have to look through the

11 entire table.  Because if you look -- we -- we are

12 speaking only of 2015 here.

13                MR. SVEN HOMBACH:   Or any given year?

14 If you're assuming that there is no escalator for this,

15 it's a conservative assumption?

16                MR. GREG BARNLUND:   I think it's an

17 appropriate assumption for 2015.  I think that it is

18 conservative as you go further out in the forecast.

19 But regardless I would say that if you compare the 2024

20 line in each -- in each table that there -- if you look

21 at the escalation that occurs for the electric bill in

22 the table, Diana, just previous to that.

23                The amount -- the annual bill amount

24 assuming a course of 3.95 percent rate increases would

25 result in changes, even considering changes in
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1 reductions in annual consumption, that the annual

2 electric bill would notionally increase from nineteen

3 hundred and twenty-six dollars ($1,926) to twenty-six

4 hundred and fifty-four dollars ($2,654).  Now, clearly

5 the natural gas bill for the combined account in 2024

6 will likely be something different than nineteen

7 hundred and sixty-eight dollars ($1,968) that we have

8 indicated here.  But again, that was the limitation of

9 our analysis that -- that we chose to apply here.

10                MR. SVEN HOMBACH:   Thank you, Mr.

11 Barnlund.  Ms. Morrison, you mentioned the heating

12 education initiative and Tab 65 -- sorry, page 65 of

13 Board counsel's book of documents shows the home

14 heating cost comparison that was filed by Manitoba

15 Hydro in response to a PUB Information Request.

16                Can you advise whether that is currently

17 still on Manitoba Hydro's website?

18                MS. LOIS MORRISON:   No, that is

19 temporarily removed from our website.

20                MR. SVEN HOMBACH:   What are the

21 Utility's intentions with respect to making this type

22 of document available again?

23                MS. LOIS MORRISON:   We are reformatting

24 it and updating it.  And our -- it's our intention to

25 file or to -- to put back up on the website a -- a
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1 similar document in the near term.  And we're going to

2 be refreshing it to make it look a little more customer

3 friendly and be a little more explicative or -- or so

4 people have a better understanding of the information

5 that's being presented.

6                MR. SVEN HOMBACH:   Will there be any

7 choice in the -- any change in the comparative fuel

8 choices or any alternatives that are being presented?

9                MS. LOIS MORRISON:   At this point in

10 time, we will for sure be presenting again the

11 comparisons between electricity and natural gas and

12 geothermal.  We will revisit whether or not we are

13 presenting the other fuel sources.

14                MR. SVEN HOMBACH:   I take it any

15 discussions that you may have had with represent --

16 industry representatives for those types of fuel

17 sources have not finished yet?

18                MS. LOIS MORRISON:   We are still

19 waiting the outcome of a decision by the Competition

20 Bureau to determine what direction we'll be taking in

21 regards to the other fuel sources.

22                MR. SVEN HOMBACH:   Thank you.

23

24                       (BRIEF PAUSE)

25
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1                MR. SVEN HOMBACH:   If we flip to page

2 69 of the book of documents, we see a comparison

3 between electric space heating in the City of Thomson,

4 which I understand is a non-gas available area at this

5 point, and the City of Winnipeg?

6                MS. LOIS MORRISON:   Yes.

7                MR. SVEN HOMBACH:   From this chart, I

8 take it that only about 12 percent of Winnipeg

9 households heat with electricity?

10                MS. LOIS MORRISON:   That is correct.

11                MR. SVEN HOMBACH:   Whereas it's about

12 61 1/2 percent in Thomson.

13                MS. LOIS MORRISON:   That is correct.

14 What I should clarify though is that what that's

15 telling us is that 61.4 percent of the households in

16 Thomson receive -- sorry, have electricity billed on

17 their electricity bill for heating -- sorry, have

18 electric heat on their electricity bill.

19                There will be customers residing in

20 Thomson and in Winnipeg who have electricity bills, may

21 be electrically heated but because their heating is

22 provided by a central common service, such as with

23 apartment blocks or say a fourplex, that they won't

24 have the electricity on their bill -- sorry, they won't

25 have the electric heat on their bill.



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

2756

1                MR. SVEN HOMBACH:   I take it that

2 comment would also hold true for Winnipeg?

3                MS. LOIS MORRISON:   That is true.

4                MR. SVEN HOMBACH:   What is the primary

5 source of alternative heat in a City like Thomson?  Is

6 that propane through Citgo?

7                MS. LOIS MORRISON:   Yes, propane is one

8 of -- is the alternative available in Thomson.

9                MR. SVEN HOMBACH:   Does Manitoba Hydro

10 have any data on the breakdown of alternative energy

11 choices in a city like Thomson between wood heat, oil

12 heat, or propane?

13                MS. LOIS MORRISON:   We do.  Not readily

14 available.  We would have to run -- run the data

15 through -- from our 2009 residential energy use --

16 energy use survey to determine what alternatives are

17 available, or in use, in the City of Thomson.  And that

18 would be based, as I mentioned, on 2009.

19                We are just beginning the analysis of

20 the our 2014 survey, and so that would then be

21 providing updated information at a later date.

22                MR. SVEN HOMBACH:   I won't be asking

23 you to do that at this time.  I just thought you might

24 have the data more readily available.  If we could

25 switch topics and turn to large customers?  Tab 6 of
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1 Board counsel's book of documents shows a comparison of

2 the load forecast for large industrial customers.

3                And if I could ask Diana to utilize her

4 computer skills to split the screen showing page 80 of

5 the book of documents on the right side, and page 76 on

6 the left side?

7

8                       (BRIEF PAUSE)

9

10                MR. SVEN HOMBACH:   What we see on page

11 80 are the actual consumption levels in three (3)

12 different categories for large consumers.  What we see

13 on the left is Manitoba Hydro's projections.

14                Ms. Morrison, I take it you've had a

15 chance to review this chart before?

16                MS. LOIS MORRISON:   Yes, we have.

17                MR. SVEN HOMBACH:   If we take any given

18 year, for example, the 2011 year, we see that the

19 actuals always seem to be several hundred gigawatt

20 hours lower than the first year projection, and that is

21 a trend that continues through.

22                Would you agree with that?

23

24                       (BRIEF PAUSE)

25



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

2758

1                MS. LOIS MORRISON:   I believe when we

2 had looked at this document what we had observed was

3 that in the analysis that you presented we're one (1)

4 year off.  For example, if we were to take -- looking

5 at say 2010, for the large -- general service large

6 seven fif -- 750 to 30 kV where we had observed 140 --

7 sorry, 1,545 giga -- gigawatt hours of energy use, when

8 we go back and we look at -- it should be compared to

9 the fiscal year ending 2010 on page 76 of your book of

10 documents.  It should be compared to the 2009 forecast,

11 which obser -- where we observed 1,558 was our --- was

12 our forecast for that year and the actual was 1,545 in

13 consumption.

14                So we're one (1) year shifted on all of

15 these tables.  And so when you -- when you move it that

16 way you would see that we're not consistently over-

17 forecasting in the first year for the general service

18 large 750 to 30 kV or the general service large 30 to

19 100 kV.

20                There is -- there are puts and takes,

21 but generally we're quite consistent in those

22 forecasts.

23                MR. SVEN HOMBACH:   So to carry that

24 example through one (1) year, for 2011, we'd look at

25 actuals of 1,630 --



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

2759

1                MS. LOIS MORRISON:   Yes, yes.

2                MR. SVEN HOMBACH:   -- compared to a

3 projection of 1,606?

4                MS. LOIS MORRISON:   Yes.

5

6                       (BRIEF PAUSE)

7

8                MR. SVEN HOMBACH:   Let's turn to page

9 85 of the book of documents, please.  Still on the

10 subject of top consumers, it appears that Manitoba

11 Hydro's projecting a growth increase of about 450 --

12 sorry 540 gigawatt hours from 2013/'14 to 2014/'15?

13                MS. LOIS MORRISON:   That is correct.

14                MR. SVEN HOMBACH:   And over ten (10)

15 years it's a growth of about 1,716 gigawatt hours?

16                MS. LOIS MORRISON:   That is correct.

17                MR. SVEN HOMBACH:   That includes the

18 revised assumptions made in respect of the pipeline

19 load?

20                MS. LOIS MORRISON:   That includes the

21 revised estimates for the pipeline sector.

22                MR. SVEN HOMBACH:   And does it include

23 any assumption with respect to potential large

24 industrial load of PLIL?

25                MS. LOIS MORRISON:   I'm sorry, could
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1 you repeat yourself?

2                MR. SVEN HOMBACH:   Does this include

3 any assumptions made in respect of potential large

4 industrial load, or as Hydro abbreviates it, PLIL, P-L-

5 I-L.

6                MS. LOIS MORRISON:   PLIL.  Yes, we --

7 this forecast includes PLIL being introduced beginning

8 in year 4 of the forecast.

9                MR. SVEN HOMBACH:   And how much PLIL is

10 being assumed on an annual basis?

11

12                       (BRIEF PAUSE)

13

14                MS. LOIS MORRISON:   Under the 2014 load

15 forecast, we introduced an econometric model for

16 projecting the PLIL load for -- so on average, it's

17 about 90 gigawatt hours.  However, in the first few

18 years of the forecast, if it's -- starts out at 103

19 gigawatt hours, climbs to a hundred and ninety-three

20 (193), two twenty-seven (227).

21                And this information is included in

22 Appendix 7-1 of our application on page 21 of the load

23 -- 2014 load forecast.

24                MR. SVEN HOMBACH:   Is the PLIL assumed

25 in addition to all of the pipeline load, or is part of
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1 the pipeline load assumption treated as PLIL?

2                MS. LOIS MORRISON:   PLIL is not

3 specifically assuming any one (1) load.  We have our

4 forecasts included here for what we believe and what we

5 -- we feel is a reasonable estimate or projection for

6 what the pipeline sector will grow by based on the

7 information we've collected from the customers in that

8 sector.  That is a good -- the best estimate of the

9 short term.

10                The PLIL is anticipate -- is

11 anticipating that there will be growth in other sectors

12 not yet understood or specifically identified.  And

13 based on past history, we can -- we have seen that

14 there are -- there are projects that have shown up in

15 years 4, 5, and 6 of a forecast that may not have been

16 in that forecast four (4), five (5), six (6) years

17 prior.

18                MR. SVEN HOMBACH:   And can you explain

19 why Manitoba Hydro did not choose to treat the pipeline

20 load as PLIL if it hasn't materialized yet?

21                Why is one (1) project broken out and

22 specially accounted for without making an adjustment to

23 the catchall provision for industrial load that has not

24 yet materialized?

25                MS. LOIS MORRISON:   The -- when we



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

2762

1 include future load growth in the top consumers sector,

2 it's based upon known plans by individual customers.

3 And those known plans have some certainty.  They've

4 applied for regulatory approvals, they've made

5 indications, or they've made plans in place that

6 they're moving forward with an expansion or they're

7 intending to initiate operations.

8                Those types of projects where we have

9 information and they're substan -- there's -- there's

10 information supporting that growth, those projects are

11 included in our short-term forecast.  And our customers

12 are the best suited for providing information about

13 whether or not those projects will be moving forward.

14                The PLIL is recognizing that we don't

15 necessarily have a crystal ball, and so we have to

16 assume that there will be continued growth in the

17 future that may -- that would be representative of past

18 growth.

19                We use econometric modelling now to

20 present that, and that has both a GDP component in that

21 analysis and a price impact in that analysis to present

22 what future growth in Manitoba might be for top

23 consumers.

24                And this would include projects that we

25 -- customers, new customers coming, new -- existing
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1 customers doing fun -- major expansions that may not be

2 anticipated or they may have not communicated to us

3 today, or they may have communicated to us today, but

4 there's not -- they're not far enough along, and so we

5 don't include it in our specific identified forecast

6 for top consumers.

7                MR. SVEN HOMBACH:   Let's turn to page

8 94 of the book of documents.

9

10                       (BRIEF PAUSE)

11

12                MR. SVEN HOMBACH:   This shows the non-

13 coincident peak demand for various top consumers by

14 industry sector.  And it was provided in response to a

15 PUB Information Request.

16                Ms. Morrison, the contract demands

17 that's shown on the bottom of that page, is that still

18 the demand that's actual and that's projected for the

19 next ten (10) years?

20                MS. LOIS MORRISON:   The contract demand

21 is not a projection or a forecast.  We don't forecast

22 based on contract demand.  What the contract demand

23 here represents is what the customer has entered into

24 an agreement for service in terms of the capacity

25 requirements that they are seeking from our system.
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1                So when we're designing our transmission

2 and distribution system to serve that customer, the

3 customer will enter into an agreement and we will --

4 and that agreement is signed.  And they've identified

5 what they believe their capacity requirements will be.

6 And that's how we establish our billing for the

7 customer and how we establish the design of our system

8 for that customer.

9                MR. SVEN HOMBACH:   Are you assuming a

10 specific load factor for each individual industrial

11 customer, then?  Or do you aggregate it by overall

12 category of customer?

13                For example, under primary metals, if

14 you have two (2) customers, do you separately assume

15 that one (1) has a load factor of 50 percent, one (1)

16 has one (1) that's 75 percent, or do you just take an

17 aggregate to determine demand?

18                MS. LOIS MORRISON:   We don't use these

19 figures in our forecasting, so we don't aggregate load

20 factor for these customers.

21                MR. SVEN HOMBACH:   Okay.

22

23                       (BRIEF PAUSE)

24

25                MR. SVEN HOMBACH:   Let's switch to the
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1 subject of demand-side management, then.

2                When the policy panel was examined at

3 the start of this hearing, the evidence from Manitoba

4 Hydro was that until there is any changes established

5 by the Province of Manitoba as a result of the NFAT

6 recommendations, it's business as usual for Manitoba

7 Hydro?

8                MR. LLOYD KUCZEK:   That's correct.

9                MR. SVEN HOMBACH:   So right now no

10 specific changes in DSM savings assumptions have been

11 made as a result of the NFAT recommendations, correct?

12                MR. LLOYD KUCZEK:   Well, as I said

13 earlier, we're -- we're looking at what more can be

14 done.  But we generally do that anyways when we're

15 updating our plan.  But we are -- we are, I guess,

16 digging deeper in terms of what could potentially be

17 done, given the targets that were suggested, just to

18 see what would be possible.  But it is business as

19 usual otherwise, yes.

20                MR. SVEN HOMBACH:   And can you confirm,

21 Mr. Kuczek, that at this point in time, there has no --

22 there has been no direction to Manitoba Hydro from the

23 province to either increase or decrease DSM savings?

24                MR. LLOYD KUCZEK:   The direction that

25 we've been given from the government, I -- I discussed



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

2766

1 in my presentation was related to priority -- priority

2 areas that -- that the government has some interest in,

3 and they've asked us to enhance our efforts in those

4 regards.

5                MR. SVEN HOMBACH:   You're referring to

6 the letter that was made Manitoba Hydro Exhibit 45?

7                MR. LLOYD KUCZEK:   That's correct.

8                MR. SVEN HOMBACH:   Perhaps we could put

9 that up scr -- onto the screen for a minute?  It's

10 Hydro Exhibit 45, page 4.

11

12                       (BRIEF PAUSE)

13

14                MR. SVEN HOMBACH:   There's a paragraph

15 that starts with, "In the interim."  And it requests

16 that:

17                   "Manitoba Hydro oversee a special

18                   priority initiative to develop and

19                   implement without delay enhancements

20                   to DSM programming and areas

21                   identified as priorities in the NFAT

22                   review, including special outreach to

23                   low-income families, Aboriginal and

24                   northern communities, and customers

25                   presently excluded from eligibility
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1                   due to overdrawn accounts."

2                MR. LLOYD KUCZEK:   That's correct.

3                MR. SVEN HOMBACH:   Have any of the

4 programs that you discussed as part of your

5 presentation this morning been prepared as a result of

6 these recommendations in the letter?

7                MR. LLOYD KUCZEK:   It's hard to say

8 whether those changes were specifically because of this

9 letter, because as I indicated in our -- or as we

10 indicated in our presentation, we were moving in that

11 direction already.  We've had prior discussions with

12 the government in terms of the priority areas, and we

13 clearly heard there's been interest from the -- this

14 Board, as well, in terms of those priority areas, and

15 also from some of the Intervenors.

16                So it -- it's been a -- a continuous

17 effort in terms of making more progress in those

18 particular areas, so it's hard to pinpoint specifically

19 if there was any particular changes just because of

20 this letter.  We -- we continued from what we were

21 doing before, and we continue to look for additional

22 things that we could specifically do to achieve more in

23 the -- the priority areas.

24                MR. SVEN HOMBACH:   This letter also

25 references the AKI Project, or AKI.  Who owns that
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1 business?  Is that an Aboriginally-owned business?

2                MR. LLOYD KUCZEK:   It's a non-profit

3 organization.

4

5                       (BRIEF PAUSE)

6

7                MR. SVEN HOMBACH:   Does Manitoba Hydro

8 have any ownership interest in that business?

9                MR. LLOYD KUCZEK:   No, but we're the

10 primary funder of the organization.

11                MR. SVEN HOMBACH:   And can you provide

12 just an overview of how the funding is handled, or what

13 type of funding agreement is in place for that entity?

14                MR. LLOYD KUCZEK:   Yes.  Once a year,

15 we meet with the -- AKI Energy, and we discuss what the

16 next year's plans are going to be and the funding

17 associated with that, so.

18                MR. SVEN HOMBACH:   So there's no flat

19 rate funding agreement, or year-over-year funding

20 agreement?  The funding is determined on an annual

21 basis?

22                MR. LLOYD KUCZEK:   That's correct.

23 Generally speaking, and -- and we fund them at two

24 hundred and forty thousand dollars ($240,000) a year

25 right now, and we're currently discussing the plans for
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1 this upcoming year.  And they have some suggestions for

2 potentially additional projects, so there might be

3 additional funding required if we pursue those

4 projects.

5                MR. SVEN HOMBACH:   But for the 2015/'16

6 fiscal year, the two hundred and forty thousand dollars

7 ($240,000) are -- is set in stone?

8                MR. LLOYD KUCZEK:   We've -- we're

9 committed to providing that funding to them, yes.

10

11                       (BRIEF PAUSE)

12

13                MR. SVEN HOMBACH:   If we could turn to

14 page 150 of Board counsel's book of document (sic)?

15

16                       (BRIEF PAUSE)

17

18                MR. SVEN HOMBACH:   Mr. Kuczek, this is

19 an excerpt from the 2014 to 2015 fifteen (15) year

20 Power Smart Plan supplement that was presented during

21 the NFAT and again as part of Manitoba Hydro's

22 application in this proceeding, and it shows the

23 projected annual energy savings in gigawatt hours as a

24 result of demand-side management.

25                For years other than 2015 and '16,
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1 should the Board still assume that these are Manitoba

2 Hydro's projections?

3                MR. LLOYD KUCZEK:   They're our best

4 estimate of what we hope to achieve, but they -- they

5 are subject to further discussions with government in

6 terms of -- of finalizing plans in the future years.

7                MR. SVEN HOMBACH:   When reading this

8 chart from left to right, are the savings incremental

9 or cumulative, meaning to determine savings in any

10 given year, does one have to subtract the savings from

11 the previous year?

12                MS. LOIS MORRISON:   They are

13 cumulative, yes.

14                MR. SVEN HOMBACH:   Okay.  And the

15 actual numbers that we see for each of the incentives,

16 are those savings at meter or generation?

17                MS. LOIS MORRISON:   The figures are

18 presented at meter, and then if you go to the far right

19 of the table, you will see the savings at projections

20 presented at generation.

21                MR. SVEN HOMBACH:   All right.  So if we

22 look at the 2015/'16 test year for a moment, the column

23 immediately to the left of the blue column, and we

24 scroll

25
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1 the 2015/'16 test year for a moment, the column

2 immediately to the left of the blue column, and we

3 scroll down a bit on this page.  You see the impacts at

4 meter and the impacts at generation for each of the

5 years, and you see the cumulative impacts in this test

6 year are projected to be 436 gigawatt hours.

7                The cumulative impacts at generation are

8 expected to be 487 gigawatt hours?

9                MS. LOIS MORRISON:   Yes.

10                MR. SVEN HOMBACH:   Subtracting the

11 projected savings from the previous year, the actual

12 incremental savings during this test year are expected

13 to be 182 gigawatt hours at meter and two hundred and

14 four (204) at generation?

15                MS. LOIS MORRISON:   It's not quite as

16 clean as that.  We have one (1) program in the

17 Bioenergy Pro -- under the Bioenergy Program, we have

18 reoccurring savings that are presented every year and

19 re-earned every year.  So it's not quite as

20 straightforward to do -- to do the math as removing the

21 year before from the -- the year following.

22                MR. SVEN HOMBACH:   Let's turn to page

23 154 of the book of documents.

24

25                       (BRIEF PAUSE)
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1                MR. SVEN HOMBACH:   That is an excerpt

2 from the '15 -- 2015/'16 one (1) year Power Smart Plan

3 that was filed relatively late in this proceeding.  The

4 energy savings that we see on this chart projected only

5 for the 2015/'16 test year.

6                Are those at meter, or are those at

7 generation?

8                MS. LOIS MORRISON:   They're all at

9 generation.

10                MR. SVEN HOMBACH:   And do any

11 adjustments have to be made to this chart?  Is it

12 complicated for this one as well, or is it as simple as

13 the chart in front of us?

14                MS. LOIS MORRISON:   This one's just the

15 chart in front of us.

16                MR. SVEN HOMBACH:   All right.  Ms.

17 Morrison, I had previously provided Manitoba Hydro's

18 counsel with a chart that tried to compare the

19 projections in last year's plan with this year's.  And

20 Mr. Czarnecki was kind enough to circulate a table with

21 some numbers.  I take it any adjustments that you

22 thought were necessary to the numbers that we looked at

23 in last year's plan has been made in that chart?

24                And what I propose is to make that

25 document an exhibit.  We can make it PUB Exhibit 21.
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1 --- EXHIBIT NO. PUB-21:    Chart comparing projections

2                             in last year's plan with

3                             this year's plan

4

5 CONTINUED BY MR. SVEN HOMBACH:

6                MR. SVEN HOMBACH:   And go to page 2 of

7 the document.  So if we scroll...

8

9                       (BRIEF PAUSE)

10

11                MR. SVEN HOMBACH:   If we scroll down,

12 Manitoba Hydro states that the projected savings in the

13 last year's plan at generation were supposed to be 314

14 gigawatt hours.

15                That's your understanding?

16                MS. LOIS MORRISON:   Yes.

17                MR. SVEN HOMBACH:   Why is it this much

18 higher than the two hundred and four (204) that you

19 simply get if you subtract the numbers from last year's

20 plan from the previous year?

21                Does it all have to do with the

22 Bioenergy Program?

23                MS. LOIS MORRISON:   Yes, it has to do

24 with the one (1) customer I referenced in the load --

25 in our Bioenergy Program.
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1                MR. LLOYD KUCZEK:   It's our load

2 displacement program, actually, sir.

3                MR. SVEN HOMBACH:   Looking at the

4 rightmost column where all the differences between the

5 two (2) Power Smart plans are indicated, you can see

6 that for most of the programs, the projected savings

7 are actually a bit less than were projected last year.

8                Is that your understanding, as well?

9                MS. LOIS MORRISON:   There are always

10 some adjustments when we get into the -- into the

11 planning the -- of the near-term year, and so I would

12 say that the majority of the adjustments are primarily

13 fine-tuning in the sense of small adjustments.  We have

14 a number of adjustments that were larger in scale, both

15 on the positive and the negative side.

16                MR. SVEN HOMBACH:   Right.  If we look

17 at the cumulative numbers at the bottom of the chart

18 again, we see that in year 1 of the 2015 forecast, the

19 actual projected savings are now about only two-thirds

20 (2/3) of what they were a year ago.

21                MR. LLOYD KUCZEK:   I think it's

22 important to maybe point out that that big difference

23 is due to a -- a load displacement project.  And -- and

24 that's why it's -- you know, maybe this kind of

25 emphasis -- emphasizes why it's important to look at
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1 the -- the big picture because we don't think we're

2 going to lose that opportunity.  It's just delayed in

3 time, so we're still pursuing it.  And it -- it just

4 might happen in a different time frame.

5                MR. SVEN HOMBACH:   All right.  Mr.

6 Kuczek, then in -- in light of the changes made to the

7 one (1) year assumption, should this Board expect there

8 to be any significant changes looking out beyond the

9 test years?

10

11                       (BRIEF PAUSE)

12

13                MR. LLOYD KUCZEK:   Other than with, you

14 know, the fine tuning which there's pluses and minuses

15 that take place within each program, we're still

16 hopeful that we can achieve the opportunities available

17 in load displacement and which are fairly significant.

18                But they are -- one (1) -- you know, one

19 (1) of the big challenges with DSM of course is you

20 have to have  your -- your customer agree to

21 participate in the program.  So with load displacement,

22 they're fairly significant projects, and so there is

23 some risk that those projects may not proceed.  But we

24 are still pursuing those.

25                In -- in terms of changes going forward,
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1 it -- I would suggest that they are consistent with I

2 mentioned earlier, and that is -- we're looking at some

3 potential new programs that are smaller in nature.

4                I wouldn't suggest they'd be material,

5 but, you know, all these little DSM opportunities do

6 add to a big number when you look at the -- the long-

7 term plan.

8                Can -- the -- the one (1) that we're

9 thinking of that we may add to the -- our plan is

10 something on solar.  We don't know if we can influence

11 customers significantly in terms of participating more

12 in that area, but we're considering that.

13                But again, I don't think -- I don't know

14 how -- I don't -- I'm not expecting to be a big

15 material number at this point.

16                MR. SVEN HOMBACH:   Last year, you were

17 projecting to spend $58.2 million during this test

18 year, correct?

19

20                       (BRIEF PAUSE)

21

22                MR. SVEN HOMBACH:   If it makes it

23 easier, Mr. Kuczek, that number is found on page 151 of

24 Board counsel's book of documents.

25                MR. LLOYD KUCZEK:   I'll take your word
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1 for it.

2                MR. SVEN HOMBACH:   Have you made any

3 adjustment to the proposed spending levels in light of

4 the significantly reduced savings expected for this

5 test year?  Are you still planning to spend 58.2

6 million this year?

7

8                       (BRIEF PAUSE)

9

10                MS. LOIS MORRISON:   Under our current

11 2015 Power Smart Plan on the electric side of our

12 operations, our current budget is 63.4 million.

13

14                       (BRIEF PAUSE)

15

16                MR. SVEN HOMBACH:   Why the price

17 increase if the savings are down so much?

18                MS. LOIS MORRISON:   The majority of the

19 change is in the LED roadway lighting program.  We're

20 going to be anticipating to catch up the year that

21 we've been delayed.  You'll notice, if you go back to

22 the chart that you had up earlier --

23                MR. SVEN HOMBACH:   Page 154, Diana.

24

25                       (BRIEF PAUSE)
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1                MS. LOIS MORRISON:   Actually, I meant

2 the comparison chart that you had present -- that we

3 had provided --

4                MR. SVEN HOMBACH:   Okay.

5                MS. LOIS MORRISON:   -- the comparison

6 of the two (2) plan years.

7                MR. SVEN HOMBACH:   It would be Exhibit

8 21?

9                MS. LOIS MORRISON:   Yes, please.  If

10 you look at the LED Roadway Lighting Program, you'll

11 notice that the energy savings are double what we had

12 planned for this fiscal year, and so we are

13 anticipating increasing the installations.

14                MR. SVEN HOMBACH:   Right.

15                MS. LOIS MORRISON:   So that's driving a

16 large proportion of that installation -- of -- sorry,

17 the -- a large portion of that cost increase.

18                MR. SVEN HOMBACH:   Can Manitoba Hydro

19 file a summary chart that breaks out the electric

20 investment in DSM measures for each of the measures

21 that are listed on page 154 of the book of documents?

22                MS. LOIS MORRISON:   Yes, we can do.

23                MR. SVEN HOMBACH:   Thank you.

24

25 --- UNDERTAKING NO. 49:    Manitoba Hydro to file a
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1                             summary chart breaking out

2                             the electric investment in

3                             DSM measures for each of

4                             the measures listed on page

5                             154 of the book of

6                             documents

7

8                MR. SVEN HOMBACH:   Mr. Chairman, I note

9 that it's five (5) past 12:00.  This may be an

10 opportune time to break.

11                MR. LLOYD KUCZEK:   Mr. Chairman, I -- I

12 do have that updated -- or the information you were

13 asking for in terms of the gas expansion projects.  If

14 you want me to provide that now, I can -- I can do

15 that.  It wouldn't take a lot of time.  So -- and I'll

16 provide a little more detail in terms of customers as

17 well, because I -- I sense that you might -- you're

18 interested in that as well.

19                So -- and the -- the dollars that we're

20 talking about, I should mention, are the total project

21 cost dollars, not just the -- the funding we're

22 requesting from the federal government.  We're

23 requesting 50 percent contribution of the total project

24 cost.  The total project cost of the 180 million at The

25 Pas involves thirty-two hundred (3,200) customers,
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1 approximately, which is twenty-five hundred (2,500)

2 residential and about six hundred and eighty (680)

3 commercial.

4                The second largest project that we're

5 talking about is south central, and that's a $34

6 million project.  And the number of customers involved

7 is thirty-two fifty (3,250).  And residential is

8 twenty-six forty-two (2,642) of that, and six hundred

9 and nine (609) is commercial.

10                The next project is the RM of Rhineland,

11 and that's a $2.2 million project involving seventy-

12 four (74) customers, fifty-six (56) residential,

13 eighteen (18) commercial.

14                And the last project is St. Francois

15 Xavier, which is a $1 million project involving two

16 hundred and twenty-four (224) customers, two twenty-one

17 (221) residential, and three (3) commercial.

18                MR. SVEN HOMBACH:   Just to clarify, Mr.

19 Kuczek, the numbers that you are quoting, is that

20 Manitoba Hydro's contribution, or the total project

21 cost?

22                MR. LLOYD KUCZEK:   The total project

23 cost, and we're asking the federal government to

24 contribute half of that.  And the balance of that would

25 have to be made up by the municipalities as well as
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1 contributions that Centra Gas would be willing to

2 contribute towards those projects.

3                MR. SVEN HOMBACH:   Thank you.

4                THE CHAIRPERSON:   With that, I think

5 we'll -- we'll adjourn or recess for -- for lunch.

6 Let's aim for ten (10) to one o'clock.  Ten (10) to

7 1:00.

8                MR. BYRON WILLIAMS:   Mr. Chairman?  If

9 -- if I might.

10                THE CHAIRPERSON:   Yes.

11                MR. BYRON WILLIAMS:   I'm not sure we've

12 received a paper copy of PUB Exhibit 21.  We may have

13 and misplaced it, but if that could be made available,

14 that might be useful.

15                MR. SVEN HOMBACH:   I'll have it right

16 to you.

17                THE CHAIRPERSON:   Thank you, Mr.

18 Williams.  So let's recess and back together here at

19 ten (10) to 1:00.  Ten (10) -- thank you.

20

21 --- Upon recessing at 12:06 p.m.

22 --- Upon resuming at 12:51 p.m.

23

24                THE CHAIRPERSON:   I believe that we can

25 resume the proceedings, so unless there are some
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1 administrative matters to attend to, I'll turn the

2 microphone over to Mr. Hombach.

3                MR. SVEN HOMBACH:   Thank you, Mr.

4 Chairman.  I'm advised that Manitoba Hydro may want to

5 speak to one (1) additional exhibit before I continue

6 my examination.

7                MR. BRENT CZARNECKI:   Yes.  Thank you,

8 Mr. Chairman.  It has to do with page 35 of the PUB's

9 book of documents.  And it was an undertaking that

10 Manitoba Hydro had filed during the NFAT hearing.  And

11 since that time, Hydro had revised its methodology for

12 calculating the incremental savings.

13                So we do have an updated chart

14 reflecting that methodology.  And I think it would just

15 be efficient and further assist Mr. Hombach in his

16 cross if he does get to page 35 so that we're all on

17 the same and most current page.

18                So I think that would be Exhibit 68 when

19 we have the hard copies.  So I would propose that we

20 file it as an exhibit, and he can reference that

21 accordingly instead of page 35 of the book of

22 documents.

23

24                       (BRIEF PAUSE)

25
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1 CONTINUED BY MR. SVEN HOMBACH:

2                MR. SVEN HOMBACH:   Thank you, Mr.

3 Czarnecki.

4                While we're on the subject of updated

5 charts, I'd like to take the Manitoba Hydro panel to

6 page 23 of Volume V of Board counsel's book of

7 documents.

8

9                       (BRIEF PAUSE)

10

11                MR. SVEN HOMBACH:   This is a chart that

12 formed part of the application that compares the DSM

13 Level 2 projection at the NFAT in red with the DSM 2014

14 projection in blue.

15

16                       (BRIEF PAUSE)

17

18                MR. SVEN HOMBACH:   And I'm wondering if

19 that chart too has been superceded since in response to

20 a -- a PUB Information Request which is found on page

21 26 of the book of document.  Manitoba Hydro indicated

22 that some of the projected energy savings early in the

23 years were incorrect, and then provided an updated

24 list, page 26.

25
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1                       (BRIEF PAUSE)

2

3                MR. SVEN HOMBACH:   First of all, can

4 Manitoba Hydro confirm whether that means that the

5 chart on page 23 is also incorrect, and if it is, can

6 you confirm whether the chart on page of 30, that's a -

7 - a PUB advisor chart, corrects the issue?

8                MS. LOIS MORRISON:   The chart on page

9 23 of the book of documents, I am informed, is fine as

10 it stands.

11                MR. SVEN HOMBACH:   So the errors that

12 are referenced on page 26 haven't snuck into that

13 chart, as well?

14

15                       (BRIEF PAUSE)

16

17                MS. LOIS MORRISON:   Yes, page 30

18 corrects -- is a correct representation of the savings

19 projections.

20                MR. SVEN HOMBACH:   Thank you.  Ms.

21 Morrison, or perhaps Mr. Kuczek, going beyond the

22 2015/'16 test year, which document contains Manitoba

23 Hydro's most recent DSM spending projections?  Is it

24 CEF14?

25                MS. LOIS MORRISON:   CEF14 would con --
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1 would include the most recent projections for dollars

2 to be spent, with the exception being the '15/'16 year.

3                MR. SVEN HOMBACH:   If we go to page 34

4 of Board counsel's book of documents, we see a

5 comparison between the spending levels set out in CEF14

6 and the 2014 Power Smart Plan.

7                Does the CEF assume any changes in

8 programming, or is it just updated pricing information?

9                MS. LOIS MORRISON:   The CEF14 compared

10 to the 2014 Power Smart Plan, there are differences

11 between the data that is included.  The CEF14 only

12 includes capital expenditures, and it escalates the

13 capital expenditures over that time horizon.

14                The 2014 Power Smart Plan includes all

15 expected anticipated expenditures supporting Power

16 Smart, including both capital and operating.  It also

17 is presented in real dollars as opposed nominal.

18                MR. SVEN HOMBACH:   And can you provide

19 an overview as to what type of expenditures are treated

20 as O&M as opposed to capital cost?

21                MS. LOIS MORRISON:   Advertising, and

22 research and development are termed to be under

23 Canadian Accounting -- Canadian GAAP need to be

24 operating as opposed to capitalized.

25                There is -- also included in the CEF14
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1 is interest, expense, and revenues accruing from our

2 Power Smart residential loan, so although those are not

3 significantly large they are still included and not

4 included in our 2014 Power Smart Plan.

5                MR. SVEN HOMBACH:   As part of this

6 application, Manitoba Hydro seeks for the Board to

7 rescind the DSM referral account that was set up

8 pursuant to Order 43/'13, and if we go to page 128 of

9 the book of documents...

10

11                       (BRIEF PAUSE)

12

13                MR. SVEN HOMBACH:   We see the reference

14 to that order.  It required Manitoba Hydro to spend 34

15 million on DSM in 2012/'13, and 35 million in 2013/'14.

16

17                Actual spending levels for those two (2)

18 years have been 26.6 million in 2012/'13 and 26.1

19 million in 2013/'14, correct?

20                MR. GREG BARNLUND:   Yes, sir, that's

21 correct.

22                MR. SVEN HOMBACH:   So that means over a

23 two (2) year period, 16.3 million have accrued in the

24 deferral account?

25                MR. GREG BARNLUND:   Yes, correct.
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1                MR. SVEN HOMBACH:   Does Manitoba Hydro

2 at this point have actual spending levels for the

3 2014/'15 test year?

4

5                       (BRIEF PAUSE)

6

7                MR. GREG BARNLUND:   We'd have to

8 undertake to provide that information, sir.

9                MR. SVEN HOMBACH:   Please, do.  Thank

10 you.

11

12 --- UNDERTAKING NO. 50:    Manitoba Hydro to provide

13                             the actual spending levels

14                             for DSM for the 2014/'15

15                             test year

16

17 CONTINUED BY MR. SVEN HOMBACH:

18                MR. SVEN HOMBACH:   If I recall correct,

19 Mr. Kuczek indicated that for the 2015/'16 test year

20 the proposed spending level is now -- is it 63.4

21 million?

22                MS. LOIS MORRISON:   That is correct.

23 And that is including approximately $1.3 million from

24 the Affordable Energy Fund.  Sorry, $1.7 million from

25 the Affordable Energy Fund.
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1                MR. SVEN HOMBACH:   To the extent that

2 actuals for 2014/'15 are less than projected, can

3 Manitoba Hydro as part of its undertaking also indicate

4 the reasons for the underspend, and to what extent

5 those amounts simply have been deferred to 2015/'16?

6                MR. GREG BARNLUND:   Yes, we would

7 undertake to do so.

8

9 --- UNDERTAKING NO. 51:    Manitoba Hydro to indicate

10                             the reasons for the

11                             underspend and to what

12                             extent those amounts simply

13                             have been deferred to

14                             2015/'16

15

16 CONTINUED BY MR. SVEN HOMBACH:

17                MR. SVEN HOMBACH:   Mr. Kuczek, the

18 chart we looked at before lunch indicated that for the

19 2015/'16 test year the actual DSM projection is now

20 down about 97 gigawatt hours?

21                MR. LLOYD KUCZEK:   Correct.

22                MR. SVEN HOMBACH:   What does that mean

23 for Manitoba Hydro in terms of additional revenue

24 realized?  And if you can't quantify that number right

25 now, I'd like an undertaking from Manitoba Hydro to
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1 indicate how much additional revenue that will mean.

2

3                       (BRIEF PAUSE)

4

5                MS. LOIS MORRISON:   Perhaps we can

6 undertake to investigate whether it's -- if -- whether

7 we can provide a reasonable projection.  Some of these

8 are a deferral of -- or a delay in realizing energy

9 savings, so it's not necessarily clean that it would

10 just be a reduction overall of energy savings.

11                MR. SVEN HOMBACH:   So my question was:

12 How much additional revenue Manitoba Hydro would

13 realize as a result of demand presumably being 97

14 gigawatt hours higher?

15                MS. LOIS MORRISON:   In that one (1)

16 year?

17                MR. SVEN HOMBACH:   In that one (1)

18 year.

19                MS. LOIS MORRISON:   We can undertake

20 that, yes.

21                MR. SVEN HOMBACH:   Thank you.

22

23 --- UNDERTAKING NO. 52:    Manitoba Hydro to determine

24                             how much additional revenue

25                             will be realized as a



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

2790

1                             result of increased demand

2                             based on 97 gigawatt hours

3                             higher demand

4

5 CONTINUED BY MR. SVEN HOMBACH:

6                MR. SVEN HOMBACH:   If we go to page 38

7 of Board counsel's book of documents we see the chart

8 that several parties have already referred to in this

9 proceeding that indicates that if until 2034, Manitoba

10 Hydro's realized DSM is 50 percent less than projected

11 it will leave the utility about $1.8 billion better

12 off?

13                This panel does not take issue with that

14 number?

15                MR. LLOYD KUCZEK:   We're not the expert

16 in the -- experts in terms of the analysis undertaken

17 to do -- to pro -- that underpinned that analysis.  I

18 did find my notes in terms of the spending for last

19 year so I could -- could share that with you.

20                MR. SVEN HOMBACH:   Certainly.

21                MR. LLOYD KUCZEK:   So expenditures for

22 '14/'15, is that the -- yeah, '14/'15 are considerably

23 lower than what we forecast.  So it's due to a number

24 of projects and my notes are as follows:

25                   "Bioenergy underspent by 1.5 million.
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1                   Load displacement, 1.5 million.

2                   Performance op, 3.9 million.

3                   Commercial lighting, 1.4 million.

4                   New construction, 1.2 million.  LED

5                   [L-E-D] street lighting, 5.5

6                   million."

7                And that adds up to 14.6 million.  And

8 then the contingency wasn't spent that we had in the --

9 the plan as well of .4 million.  And then there was

10 some escalation that amounted to .5 million.  So the

11 total was 15.5 million.  But just a sec.

12

13                       (BRIEF PAUSE)

14

15                MR. LLOYD KUCZEK:   The -- and the total

16 of underexpenditure is 19 million from what we

17 forecast.  So the -- the best way to explain it is, is

18 the ramp-up that we had anticipated didn't occur as

19 quick as we had planned.  So when we developed the

20 '14/'15 plan fairly aggressive approach and that didn't

21 materialize in the same -- that -- that first year as

22 we had originally forecast.

23                MR. SVEN HOMBACH:   So, sorry, the total

24 -- the actual spending on a cumu -- on a cumulative

25 basis was what amount?
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1                MR. LLOYD KUCZEK:   For '14/'15 we

2 underspent by 19 million.

3                MR. SVEN HOMBACH:   You underspent by

4 nineteen (19), and the to -- the actual spending was

5 how much?

6                MR. LLOYD KUCZEK:   Thirty-three point-

7 nine (33.9).

8                MR. SVEN HOMBACH:   Okay.  Mr. Kuczek,

9 in -- in light of that number is it realistic to

10 anticipate effectively doubling the spending for

11 2015/'16?

12                MS. LOIS MORRISON:   A number of the

13 projects that Mr. Kuczek referred to there were delays

14 in the projects.  For example as I mentioned earlier

15 our Roadway Lighting LED Conversion Program was

16 delayed, and as I said we are going to be -- we're in -

17 - our crews are in place, lights are in stock, and we

18 are moving forward with that.  And we're anticipating

19 catching up.  And that delay -- that was -- that

20 contributed to $5.5 million of that underspend last

21 year.

22                In terms of our new construction program

23 our commercial buildings -- the Commercial New

24 Buildings Construction Program, we have a number of

25 projects that were essentially in the hopper, but they
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1 didn't get finalized this fiscal year and so we're

2 anticipating them coming in next year.  Whenever you're

3 building with con -- dealing with a large project

4 you're going to be seeing possible project delays and

5 such.  And so that will shift the completion of that

6 project potentially by one (1) or two (2) months.  It

7 can put it into the next fiscal year.  So that's what

8 we're seeing with some of our projects going forward.

9 And so with a number of these projects we are

10 anticipating to see that occur.

11                MR. SVEN HOMBACH:   And in light of the

12 2014/'15 data now being available is Manitoba Hydro

13 still seeking an order from the Board effectively

14 disbanding the DSM deferral account?

15                MR. GREG BARNLUND:   Yes, we are.

16

17                       (BRIEF PAUSE)

18

19                MR. SVEN HOMBACH:   When Mr. Cormie

20 provided evidence on the previous panel on May 28th, he

21 suggested that there's a strong incentive to charge --

22 to charge separately for energy and for transmission

23 and distribution or demand as customers currently can

24 realize about seven and a half (7 1/2) cents per

25 kilowatt hour through DSM savings when Manitoba Hydro
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1 only realizes about three and a half (3 1/2) cents on

2 the export market.

3                Have -- have you had a chance to review

4 that testimony?

5                MR. LLOYD KUCZEK:   I haven't, no.

6                MR. SVEN HOMBACH:   Perhaps, if it would

7 help for this line of questioning, could we go to the

8 transcript from May 28, 2015, page 1,037?  If we go to

9 the bottom of the page, it was my colleague Mr. Peters

10 on the microphone, and Mr. Cormie indicated that:

11                   "I believe that we would achieve

12                   domestic sales to residential

13                   customers, for example, at the runoff

14                   rate as opposed to the export market,

15                   so that differential residential

16                   customers are paying an all-in rate.

17                   For example, right we are paying

18                   seven and a half (7 1/2) cents per

19                   kilowatt hour compared to three and a

20                   half (3 1/2) cents export market.  So

21                   if you fail to incent customers to

22                   reduce the demand, you're going to

23                   get that domestic revenue, you're

24                   going to get the premium that

25                   otherwise -- from them because
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1                   otherwise, compared to export."

2                Et cetera.  If you go to the bottom of

3 the page, he indicates that the -- there's a strong

4 incentive to charge customers separately for energy as

5 opposed to the bundled-in rate.

6                From the perspective of your department,

7 Mr. Kuczek, do you see the benefit of DSM simply to

8 realize additional export?  Or do you look at it from

9 the perspective of generation deferral?

10                MR. LLOYD KUCZEK:   We base it on the

11 marginal value that is provided to us from the resource

12 planning area.  So that -- that's our primary driver.

13 And we do realize that if we save energy in the short

14 term, the impact to the Corporation -- Corporation

15 financially is likely negative.

16                But as I mentioned earlier, our driver

17 for DSM is twofold.  One is to help customers manage

18 their energy bills, and the other is to meet the energy

19 needs of the province.

20                So we're -- we think long term in terms

21 of those savings and the value to the Corporation.  So

22 it's all about what's the best mix of resources to meet

23 those future energy needs.  So that's a combination of

24 new generation and -- and pursuing economic DSM

25 opportunities.
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1                So the value can't just be look -- I

2 don't think it's appropriate just to look at the short-

3 term picture in terms of what you lose in -- from sales

4 from customers in one (1) particular year relative to

5 what you can get on the export market.

6                You really have to look at the long term

7 and what the value is there because DSM savings are

8 there.  Once you've got them, you've got them forever,

9 so it's over a thirty (30) year period.

10                And so what Mr. Cormie can do, once we

11 capture enough savings, is Mr. Cormie will make firm

12 sales.  And those firm sales are of much higher value

13 than the short-term value.  So to do the analysis in --

14 in the proper manner, you have to take into account the

15 short-term negative impacts against the long-term

16 benefits.

17                MR. SVEN HOMBACH:   So there's no

18 suggestion from your department at this time to reduce

19 the financial savings that customers might realize

20 through DSM by unbundling the energy charge from the

21 demand or distribution charge?

22                MR. LLOYD KUCZEK:   No.

23                MR. SVEN HOMBACH:   When you mention the

24 long term, Mr. Kuczek, what do you mean by 'long term'?

25 How many years are you looking out into the future in
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1 terms of the benefits of DSM?

2                MR. LLOYD KUCZEK:   From the

3 Corporation's perspective -- and Terry Miles really

4 should be addressing this question -- but you really

5 have to look at the planning time frame that the

6 Corporation undertakes when it does its resource

7 planning.  So it is in that thirty (30) year range.

8                For our DSM opportunities, we also do a

9 thirty (30) year analysis for analyzing the value to

10 the Corporation for pursuing those programs.

11

12                       (BRIEF PAUSE)

13

14                MR. SVEN HOMBACH:   Pursuant to the

15 current Power Resource Plan, the utility is projecting

16 a need for new energy in 2038/'39, correct?

17                MR. LLOYD KUCZEK:   That's the time

18 frame I understand, yes.

19                MR. SVEN HOMBACH:   So for purposes of

20 DSM, you'd be looking out beyond that time frame?

21                MR. LLOYD KUCZEK:   For the purposes --

22 purposes of analyzing the benefits of DSM, we look out

23 into the longer time frame.  For the purposes of

24 pursuing opportunities, we generally develop a fifteen

25 (15) year plan, and we focus primarily on that,
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1 recognizing that there's -- there's different values in

2 the -- in terms of when you might achieve that DSM

3 savings.

4                But again, DSM opportunities aren't

5 captured overnight.  It's a long-term strategy that's

6 in place trying to transform the market and capture

7 those opportunities both on an individual basis and

8 transforming the -- the general culture within the --

9 the marketplace.

10                MR. SVEN HOMBACH:   Are you --

11                MR. LLOYD KUCZEK:   I should add, just

12 as important is also complementing that with trying to

13 make code changes as we move along that would

14 complement our efforts.

15                MR. SVEN HOMBACH:   Right.  So just to

16 get an understanding of the potential value of DSM from

17 a generation deferral perspective, it may make sense to

18 go to page 114 of Volume II of Board counsel's book of

19 documents.

20

21                       (BRIEF PAUSE)

22

23                MR. SVEN HOMBACH:   One fourteen (114),

24 not one nineteen (119).

25
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1                       (BRIEF PAUSE)

2

3                MR. SVEN HOMBACH:   The last dam that

4 Manitoba Hydro put in service was Wuskwatim, correct?

5                MS. LOIS MORRISON:   Correct.

6                MR. SVEN HOMBACH:   And...

7

8                       (BRIEF PAUSE)

9

10                MR. SVEN HOMBACH:   Diana, could you

11 zoom out on that page, please?

12                We see that the revenue requirement is

13 about 150 million per year for that dam?

14                MR. LLOYD KUCZEK:   Okay.

15                MR. SVEN HOMBACH:   So assuming average

16 generation of about 1,500 gigawatt hours per year, that

17 means that electricity is costing about ten (10) cents

18 per kilowatt hour.  Will you accept that, subject to

19 check?

20                MR. LLOYD KUCZEK:   I would also like to

21 mention I'm -- I'm not the expert in -- in this area,

22 as well, in terms of the analysis and the rev --

23 revenue requirements.

24                MR. SVEN HOMBACH:   Perhaps, Mr. Kuczek,

25 if you're prepared to accept that number subject to
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1 check, we'll proceed on that basis.  If --

2                MR. LLOYD KUCZEK:   Yes.

3                MR. SVEN HOMBACH:   -- Manitoba Hydro

4 disagrees --

5                MR. LLOYD KUCZEK:   That's fine.  Yes.

6                MR. SVEN HOMBACH:   -- you'll advise?

7                MR. LLOYD KUCZEK:   Sure.

8                MR. SVEN HOMBACH:   Similarly, if we go

9 to page 113 and look at the revenue requirement for

10 Keeyask once it's in service, we'll see that it's about

11 528 million starting in 2022.

12                The number we're arriving at is about

13 eleven (11) to twelve (12) cents per kilowatt hour for

14 energy from that dam?

15                MR. LLOYD KUCZEK:   I'll accept that.

16                MR. SVEN HOMBACH:   For purposes of your

17 long-term DSM projections, what are you assuming as to

18 the value of deferring additional generation?

19                MR. LLOYD KUCZEK:   What we -- what we

20 use is the marginal value provided by resource planning

21 and the marginal values provided to us for each year

22 going forward, and it changes.  And it also changes by

23 the season.  And it also is provided to us in terms of

24 energy and capacity, as well.

25                So what we do is we take those values,
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1 and it's -- and that's the marginal value to the

2 Corporation.  And when -- so when we're doing our

3 assessment of achieving those energy savings with DSM,

4 we measure it against that spreadsheet with the

5 marginal values going forward, recognizing that there's

6 different values in each and every year, as well as the

7 seasons, and by energy and capacity.

8                MR. SVEN HOMBACH:   Correct me if I'm

9 wrong, Mr. Kuczek, but currently that marginal value is

10 determined based on export value, not generation,

11 correct?

12                MR. LLOYD KUCZEK:   That's my

13 understanding, as well.

14                MR. SVEN HOMBACH:   Do you have that

15 chart going out as far as 2038?

16

17                       (BRIEF PAUSE)

18

19                MR. LLOYD KUCZEK:   It's a thirty (30)

20 year time frame that we're provided with.

21                MR. SVEN HOMBACH:   Could you undertake

22 to file the values that feed into your analysis by way

23 of undertaking?

24                MR. LLOYD KUCZEK:   I don't believe we

25 can.  I -- it's commercially sensitive.
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1                MR. SVEN HOMBACH:   Would you be

2 prepared to file it in confidence under Rule 13?  And

3 you can take that under advisement if you need to.

4                MR. BRENT CZARNECKI:   We'll take it

5 under advisement, Mr. Hombach.

6                MR. SVEN HOMBACH:   Thank you.

7

8 --- UNDERTAKING NO. 53:    Manitoba Hydro to file the

9                             values that feed into the

10                             spreadsheet of export value

11                             marginal values  (Under

12                             advisement)

13

14 CONTINUED BY MR. SVEN HOMBACH:

15                MR. SVEN HOMBACH:   You mentioned this

16 morning, Mr. Kuczek, that there's currently about

17 twenty (20) net metering customers?

18                MR. LLOYD KUCZEK:   Twenty (20)

19 customers that have net metering, yes.

20                MR. SVEN HOMBACH:   Are you one (1) of

21 them?

22                MR. LLOYD KUCZEK:   No.

23                MR. SVEN HOMBACH:   I'm not going to ask

24 you who they are, but I am wondering:  Does Manitoba

25 Hydro have a policy in place for permitting that
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1 metering, and is it a written policy?

2

3                       (BRIEF PAUSE)

4

5                MR. LLOYD KUCZEK:   The policy that

6 deals with it is our NUG policy, and I believe that's

7 in your book of documents.

8                MR. SVEN HOMBACH:   I believe that NUG

9 policy was provided during the last GRA.  Has -- have

10 there been any changes, or is that still the accurate--

11                MR. LLOYD KUCZEK:   It's still the

12 current policy.

13                MR. SVEN HOMBACH:   When a -- a customer

14 is looking to connect, how does Manitoba determine the

15 charges to actually connect the customer to line to --

16 to install the net metering equipment?

17

18                       (BRIEF PAUSE)

19

20                MR. LLOYD KUCZEK:   We don't charge that

21 customer any additional costs associated with net

22 metering.

23                MR. SVEN HOMBACH:   So if I wanted to

24 hook solar panels up to my house, I could just retain

25 an electrician to install it and Manitoba Hydro would
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1 accept it without additional services charges?

2                MR. LLOYD KUCZEK:   Correct.  Well,

3 permit.

4                MR. SVEN HOMBACH:   So the NUG policy,

5 then, isn't targeted just to industrial consumers, but

6 it's targeted to residential and commercial buildings

7 as well?

8                MR. LLOYD KUCZEK:   That's correct.

9

10                       (BRIEF PAUSE)

11

12                MR. SVEN HOMBACH:   Are there any

13 administrative barriers or special requirements that

14 have served as an impediment to installing NUG

15 generation so far?

16                MR. LLOYD KUCZEK:   Not that I'm aware.

17                MR. SVEN HOMBACH:   If we go to page 235

18 of Volume V of Board counsel's book of document...

19

20                       (BRIEF PAUSE)

21

22                MR. SVEN HOMBACH:   We see that there's

23 about 97 gigawatt hour -- sorry, page 234.  There's

24 about 97 gigawatt hours of proposed NUG in the Power

25 Resource Plan.  Can you advise the Board what that
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1 consists of?  That number carries through from 2016/'17

2 all the way to 2035/'36.

3                MR. LLOYD KUCZEK:   It's a specific

4 project that the -- the Company is negotiating with the

5 -- a customer currently.

6                MR. SVEN HOMBACH:   With an industrial

7 customer?

8

9                       (BRIEF PAUSE)

10

11                MR. LLOYD KUCZEK:   Yeah, it's -- yeah,

12 a third-party facilitator that's negotiating with us on

13 -- and they're working with at least one (1) customer

14 I'm -- I'm -- that I'm aware of.

15                MR. SVEN HOMBACH:   Right.  The -- the

16 regular residential or commercial net metering

17 customers, are they taken into consideration in the

18 Power Resource Plan, or are the savings so small that

19 it's not separately broken out?

20                MR. LLOYD KUCZEK:   At this point, it's

21 the savings are too small to -- to break it out.

22                MR. SVEN HOMBACH:   Are you aware, Mr.

23 Kuczek, of some of the feed-in tariff regimes that

24 exist in other jurisdiction where there are higher

25 prices offered for microscale generation, one (1)
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1 example being Ontario and the microFIT?

2                MR. LLOYD KUCZEK:   I think the entire

3 industry is aware of those very generous feed-in

4 tariffs that are being offered.

5                MR. SVEN HOMBACH:   If you -- assuming

6 that Manitoba Hydro will accept the generation cost

7 numbers for Wuskwatim and Keeyask of ten (10) cents to

8 eleven (11) to twelve (12) cents respectively, has the

9 Utility given any consideration to offering increased

10 rates for customers that are feeding into Manitoba

11 Hydro's grid closer to the cost of generation for new

12 facilities that Manitoba Hydro is incurring?

13                MR. LLOYD KUCZEK:   I -- I think the

14 experts really need to talk about that.  I -- I've

15 heard -- and I forget who was actually talking about

16 the value of new generation.  And so when you talk

17 about what the cost is in the first year, you know, and

18 -- and I -- I'm not an expert in that.  But you have to

19 look at the value to the Corporation over the life of

20 that plant, as I understand it.  So the analysis has to

21 be over a longer period of time.

22                But in terms of whether or not we will -

23 - are considering offering something to customers, that

24 is one (1) of the options being considered on the --

25 with the solar opportunities right now that we're
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1 considering including in our Power Smart Plan --

2 longer-term plan.

3                MR. SVEN HOMBACH:   Can you speak on the

4 record as to what the -- the pricing scheme for that

5 might be?

6                MR. LLOYD KUCZEK:   Well, I -- I can

7 speak to what I think it should be, yeah.  And that

8 would be in the range of what we're currently offering

9 under our DSM programs.  And the reason for that is, is

10 because when -- when it comes to load displacement and

11 DSM it -- it's different than generation, and you can't

12 think of it in the same way.

13                And during the NFAT hearings, for those

14 that were present, I tried to explain that.  And it's -

15 - it's somewhat complicated, but just to refresh

16 people's memories, what I pointed out was that through

17 three (3) different examples, you could meet additional

18 load and you could do it through new generation, which

19 increa -- and if new generation is at a higher cost, it

20 increases rates.  And you can do it through DSM.

21                So what I tried to point out was is that

22 you can't use the same cost as generation when you do

23 it through DSM, because there's no revenue that's

24 coming back to support the costs that you're spending.

25 So you have to be careful not to think in terms of
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1 spending the same amount on DSM or load displacement as

2 you do in generation, because the end -- the end impact

3 that I showed you through my examples in NFAT is -- is

4 that the overall bills for customers can be higher,

5 then.  And they -- you would be better off to actually

6 build new generation as opposed to take that approach.

7                So the -- the amount that you should

8 spend on DSM that's equivalent to new generation is

9 more equivalent to the difference between the cost of

10 new generation and the domestic rates.  That would --

11 that's the best proxy I could provide you with in terms

12 of the val -- an equivalent value.

13                MR. SVEN HOMBACH:   Thank you.  Turning

14 to some of the programs that are available for low-

15 income customers.  There are several programs that are

16 specifically targeted to low income groups.  There's

17 the Affordable Energy Fund, the Residential Loan

18 Program, Pay As You Save, or PAYS, Neighbours Helping

19 Neighbours.

20                Is there anything else that I'm missing

21 off that list?

22                MS. COLLEEN GALBRAITH:   It's any

23 incentive-based program that's available through our

24 Power Smart programs as well as financing.  So I think

25 that list is fairly accurate.
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1                MR. SVEN HOMBACH:   Now, the Affordable

2 Energy Fund was first started in 2007 with funding of

3 35 million, correct?

4                MR. LLOYD KUCZEK:   Correct.

5                MR. SVEN HOMBACH:   Have there been any

6 recent top-ups to the funding of that program?

7                MR. LLOYD KUCZEK:   No, but the fund

8 does accrue interest, so there's additional funding

9 that goes into the fund related to interest earned on

10 unspent dollars.

11                MR. SVEN HOMBACH:   Can you -- can you

12 disclose on the public record whether there have been

13 any discussions with the Province of Manitoba as to

14 topping up the AEF?

15                MR. LLOYD KUCZEK:   I'm not aware of

16 any.

17                MR. SVEN HOMBACH:   And Manitoba Hydro

18 provided a list of the current programs that are funded

19 through the AEF that's reproduced starting at page 162

20 of Board counsel's book of documents.

21                And I won't take you through all of

22 these individually, but I am wondering whether there's

23 any of those that are specifically targeted to areas

24 where natural gas is not available.

25
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1                       (BRIEF PAUSE)

2

3                MR. LLOYD KUCZEK:   Well, there -- there

4 are a couple of initiates related to the customers that

5 use oil and propane.  And that -- that doesn't

6 necessarily mean just those areas that have or do not

7 have access to natural gas.

8                MR. SVEN HOMBACH:   You're not assuming

9 that anybody that uses oil or propane is in a non-gas-

10 available area, right, although there may be

11 clustering?

12                MR. LLOYD KUCZEK:   Not necessarily, no.

13                MR. SVEN HOMBACH:   All right.  Manitoba

14 Hydro has commissioned a review of that program through

15 Dunsky Energy Consultants, and you provided a copy of

16 the Dunsky report in response to an MKO Coalition

17 Information Request.  Perhaps if we go to page 182, we

18 can review some of the recommendations.

19                Has Manitoba Hydro determined which of

20 those recommendations it intends to implement, or is it

21 still reviewing the report?

22                MS. COLLEEN GALBRAITH:   Some of the

23 recommendations are under review, but some of them, I'm

24 happy to report, have been accepted and integrated into

25 the Affordable Energy Program offering.
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1                MR. SVEN HOMBACH:   And can you speak to

2 which ones have been accepted at this point?  Or, if

3 not, we can handle it by way of undertaking.

4                MS. COLLEEN GALBRAITH:   Sorry.  I can

5 identify that the recommendation number 5, the -- align

6 eligibility for bill assistance programs with the

7 affordable energy, so that mandatory enrolment happens

8 automatically once a customer is identified as

9 challenged by paying bills, or referred to Neighbours

10 Helping Neighbours, has been implemented, particularly

11 with the Neighbours Helping Neighbours Program.

12                Some of the examples that I did use in

13 our presentation earlier this morning pointed to some

14 customers who are struggling to pay their bills, and

15 they have been enrolled and accepted into the

16 Affordable Energy Program.

17                Some of the other recommendations we are

18 currently looking at, one (1) considering -- and we're

19 just finalizing our offering to extend some energy-

20 efficiency upgrades to multi-residential apartment

21 buildings, but the rest are still -- some under review.

22                MR. LLOYD KUCZEK:   Seven (7) and (8)

23 are also being implemented, and nine (9) is -- is --

24 has been considered.  And -- and we -- we are not

25 currently looking at making any changes there.  We
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1 don't think it would impact what we'd be pursuing

2 currently.

3                MR. SVEN HOMBACH:   Can you speak to

4 what some of the key barriers are for the multi-

5 residential buildings?

6                MS. COLLEEN GALBRAITH:   Do you mean in

7 terms of upgrading --

8                MR. SVEN HOMBACH:   In terms of reaching

9 them through the AEF?  There seem to -- there appear to

10 be some barriers for multi-residential buildings.

11                Is it simply the fact that electricity

12 is frequently included when tenants are renting?

13                MS. COLLEEN GALBRAITH:   It can be.  Our

14 estimations from the 2009 residential energy use survey

15 indicate that there are approximately twenty-five

16 thousand (25,000) suites in apartment-style buildings.

17 And then that's in the individually metered.  So, for

18 example, there -- they receive their own electricity

19 bill.

20                And we estimate approximately the same

21 number would be applicable to bulk-metered apartments

22 where there is no bill.  But I would not say that

23 that's a barrier for us in providing energy efficiency

24 upgrades to multi-unit residential buildings.  What

25 we're just looking at doing is how we would best serve
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1 this market.

2                I should also add that there is only so

3 much that we can provide to individuals in apartment

4 style suites to reduce their energy bills directly.  We

5 do have extensive commercial offerings that are done in

6 conjunction with the landlord, such as upgraded

7 insulation or windows.  But as far as in-suite, we're

8 looking at things such as upgraded energy efficiency

9 lighting, such as LEDs, and some of those basic

10 measures to help reduce overall energy as well as water

11 savings.

12                MR. SVEN HOMBACH:   You were talking

13 about arrears management this morning.  And did I hear

14 it correct that there was a customer that was assisted

15 that had an arrearage of about twenty thousand dollars

16 ($20,000)?

17                MS. COLLEEN GALBRAITH:   That is

18 correct.

19                MR. SVEN HOMBACH:   When you gave

20 examples like that was that a residential customer?

21                MS. COLLEEN GALBRAITH:   That is a

22 residential customer.

23                MR. SVEN HOMBACH:   What -- that appears

24 to be a high number considering that we looked at some

25 average energy bills in the range of two thousand
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1 dollars ($2,000) a year earlier today.

2                What causes Manitoba Hydro to incur such

3 a large arrearage before a customer is disconnected?

4

5                       (BRIEF PAUSE)

6

7                MS. COLLEEN GALBRAITH:   Without me

8 knowing the specifics of the individual account, there

9 was an accumulation of arrears, and it did not stem

10 just necessarily from one (1) property.  So I would say

11 that our disconnection policy or that in pursuing

12 customers in arrears maybe isn't the -- fitting the

13 model of this particular customer.

14                MR. SVEN HOMBACH:   So it could have

15 been a customer that owned more than one (1) property

16 on the same account?

17                MS. COLLEEN GALBRAITH:   Not necessarily

18 owning more than one (1) property but moved through

19 various properties.

20                MR. SVEN HOMBACH:   One (1) question

21 that arose during the NFAT last year, and I appreciate,

22 Ms. Galbraith, you weren't there, is that customers

23 that are in arrears are eligible for DSM measures

24 provided that they are on a payment plan and are making

25 payments.
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1                Have there been any changes to Manitoba

2 Hydro's policy to allow customers that are not

3 currently on a payment to -- to ma -- to utilize DSM

4 measures, including DSM financing?

5

6                       (BRIEF PAUSE)

7

8                MS. COLLEEN GALBRAITH:   I'll speak to

9 the Affordable Energy Program.  We have removed that

10 barrier from our program.  So any customer, regardless

11 if they're in arrears or not, is eligible for the free

12 insulation, the provision for a low cost natural gas

13 furnace, and then the basic energy saving measures that

14 accompanies the in-home energy evaluation review.

15                I'll let Ms. Morrison speak to the

16 financing offering.

17                MS. LOIS MORRISON:   Under our financing

18 programs we still require customers to be current in

19 their accounts primarily because the programming that

20 Ms. Galbraight offers will reduce the customer's bill.

21 However, when a customer enters into a financing

22 agreement under our Power Smart residential loan the --

23 the cost of the measures that they're installing are

24 likely greater than the -- than the energy savings that

25 they'll be realizing, and so their bills will actually
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1 go up.

2                Under our Power Smart PAYS Program --

3 and I should qualify that, that in -- under the Power

4 Smart residential loan the -- primarily what we're

5 seeing are customers installing windows and doors.  If

6 they are installing insulation, then their bills will

7 go down.  But what we see in terms of the Power Smart

8 residential load is a lot of windows and doors.

9                Customers that quality as low-income can

10 participate under Ms. Galbraith's program and get the

11 insulation and low cost, no cost measures for free.

12 The Power Smart Pay As You Save Program is structured

13 such that you would -- your bills must be the same as

14 or equal to after.

15                So, essentially, the program is

16 structured so that the measures you're undertaking are

17 paid for by their energy savings.  But again because

18 we're financing it, it's in our best interest as a

19 corporation to make sure that the customers are current

20 on their accounts.

21                MR. SVEN HOMBACH:   Page 207 of Board

22 counsel's book of document has a chart that shows the

23 percentage of customers in arrears for residential

24 customers.

25                Ms. Morrison, the -- the chart on the
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1 left, that applies to all residential customers

2 province-wide, correct?

3                MR. PAUL CHARD:   Yes, it does.

4                MR. SVEN HOMBACH:   If we look at the

5 First Nation residential customers chart, the

6 percentage actually appears to be quite a bit less than

7 for residential customers overall.

8                Can you speak to why that is?

9                MR. PAUL CHARD:   As indicated in the

10 title to that chart, it's the First Nations'

11 residential customers in ninety (90) days arrears as a

12 percentage of residential customers, so that's as a

13 percentage of all residential customers.  That was

14 identified in the -- in Round 2 IRs, and in

15 MMF/Manitoba Hydro-II-9(a)(b).  Those were refilled and

16 specifically expressed as a percentage of the

17 particular customer group that was being asked about.

18                MR. SVEN HOMBACH:   Do you have an

19 understanding as to the percentage of residences on

20 First Nations that are being billed individually as

21 opposed to being billed centrally through the First

22 Nation?

23                MR. PAUL CHARD:   No, I don't.

24                MR. SVEN HOMBACH:   Is that data readily

25 available to Manitoba Hydro?  Meaning, could it be
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1 shared pursuant to an undertaking?

2

3                       (BRIEF PAUSE)

4

5                MR. PAUL CHARD:   Most customers would

6 receive their own bill, but I'm not sure what you might

7 be thinking about in your question.

8                MR. SVEN HOMBACH:   It's my

9 understanding that a lot of reserve housing is actually

10 not individually owned.  My question was:  Are

11 virtually all of those residences individually billed,

12 or is a certain percentage just billed centrally

13 through the First Nation?

14                MR. PAUL CHARD:   So most of those

15 customers would be individually billed.  There would be

16 a portion of those customers who may be receiving

17 social assistance, and in that case either all or a

18 portion of their bill may be covered by the band

19 through their social assistance administrator.

20                MR. SVEN HOMBACH:   Let's turn to page

21 221.

22

23                       (BRIEF PAUSE)

24

25                MR. SVEN HOMBACH:   That is a chart that
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1 shows total accounts in arrears on First Nations.

2                The value of accounts in arrears, that

3 applies only to the First Nation residential accounts

4 for each of the First Nations?

5                MR. PAUL CHARD:   For the residential

6 column, yes.

7

8                       (BRIEF PAUSE)

9

10                MR. SVEN HOMBACH:   If -- if we look at

11 the right-most column, First Nation residential

12 accounts in arrears we see that in one (1) case, at

13 least for Pimicikamak First Nation, is about $3.5

14 million in arrears.  Can you advise why there's such a

15 large discrepancy between different First Nations as to

16 the number of accounts in arrears?

17                Specifically, is there a distinction

18 between a refusal to pay and an inability to pay for

19 any specific customers?

20                MR. PAUL CHARD:   Well, with regard to

21 Pimicikamak, we have had a couple of years now where we

22 have had suspended collection activities in -- in

23 relation to the other events that have been going on in

24 the community.  And the desire on behalf of the

25 Corporation is that while we're negotiating other
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1 issues we didn't want to aggravate the situation by

2 having disconnections occur.

3                MR. SVEN HOMBACH:   And is that the only

4 First Nation where you've suspended collection

5 activities, or are there others for which you've done

6 so as well?

7                MR. PAUL CHARD:   It's certainly the

8 only one (1) to that degree.  There are times through

9 our regular practices where we're attempting to be

10 culturally sensitive where we will suspend collection

11 activities during -- or close to -- around funerals and

12 those sorts of things.  We will sometimes suspend

13 collection activities prior to elections in a

14 community.  But certainly in terms of what you're

15 asking in Pimicikamak  would be an exception.

16                MR. SVEN HOMBACH:   Does Manitoba Hydro

17 have a different collection policy for First Nation

18 residential accounts than for other residential

19 accounts?

20                MR. PAUL CHARD:   We don't have a

21 different collections policy, but we do have a specific

22 group.  We actually have two (2) separate groups set up

23 to deal with different types of First Nations accounts.

24 So within our credit and recovery services department

25 we have a group that's specifically aimed at First
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1 Nations residential collections.  And -- and then we

2 have a group that works very closely with the bands to

3 deal with band responsibility accounts including the

4 social -- the social assistance accounts.

5                MR. SVEN HOMBACH:   On the presentation

6 this morning at page 9 it appears to indicate that

7 there's a -- a relatively significant increase in

8 write-offs during the 2014/'15 year.

9                Is that related to any First Nations

10 account or what is causing that bump?

11                MR. PAUL CHARD:   So this was during the

12 presentation.  I referred to the two (2) different

13 points.  So the -- the difference between the blue

14 point and the green point that difference is -- is --

15 there's no relationship to First Nations at all.  It

16 was all either commercial or -- oh, sorry.  The -- the

17 non-energy billing was related to a First Nations

18 arrangement.

19

20                       (BRIEF PAUSE)

21

22                MR. SVEN HOMBACH:   And can you explain

23 what -- what you mean when you say, "non-energy

24 collection," what that refers to?

25                MR. PAUL CHARD:   So what it was, was a
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1 situation where we had rented some property to a -- a

2 First Nations community.  And there was an agreement

3 struck to what the rent for that property should be.

4 And the -- Manitoba Hydro didn't receive the

5 information that was necessary to -- to calculate the

6 rent so several assumptions were made and rent was

7 continued to be billed at the -- at that assumed rate.

8                Over the course of time that matter was

9 resolved, but the -- there was a difference between

10 what had been recognized in revenue for the Corporation

11 and -- and the ultimate resolution of the item.  And

12 the only way to deal with that from an accounting

13 perspective was to include it in the write-off.

14                MR. SVEN HOMBACH:   So that amount then

15 currently isn't on the arrears schedule?  That's set

16 out separate somewhere?

17                MR. PAUL CHARD:   No, and it never would

18 have appeared on the arrears schedule.

19                MR. SVEN HOMBACH:   Thank you.

20

21                       (BRIEF PAUSE)

22

23                MR. SVEN HOMBACH:   Before we turn to

24 some of the special rates I -- I do have a few

25 questions regarding the diesel communities.  There was
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1 some discussion about potential connections to the

2 electric grid at some point.

3                Can Manitoba Hydro speak to the most

4 recent cost estimate at least with respect to

5 connecting Shamattawa to the grid?

6                MR. GREG BARNLUND:   I could confirm

7 this, but my recollection is that the most recent cost

8 estimate for Shamattawa is approximately eighty (80) --

9 that's eight zero (80) -- million dollars.

10                MR. SVEN HOMBACH:   And, Mr. Barnlund,

11 you're aware that the Board was not prepared to

12 finalize diesel rates until the settlement agreement

13 had been filed.  Is there any update with respect to

14 the filing of the settlement agreement with this Board?

15                MR. BRENT CZARNECKI:   I believe that

16 Mr. Anderson had provided some brief comments about the

17 status of that, that being the settlement agreement was

18 contained in his office in his safe when he made his

19 introductory comments.  So that's our understanding of

20 where that's at.

21                MR. SVEN HOMBACH:   So there's no

22 update, and Manitoba Hydro does not have any

23 information as to whether and when that will be filed?

24                MR. BRENT CZARNECKI:   Nothing more than

25 what Mr. Anderson indicated.



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

2824

1 CONTINUED BY MR. SVEN HOMBACH:

2                MR. SVEN HOMBACH:   With respect to the

3 diesel communities, have there been any further

4 disputes that have arisen with respect to capital

5 expenditures since the last time the Board dealt with

6 the diesel rates?

7                MR. GREG BARNLUND:   Generally speaking,

8 there is a -- a well-functioning process that exists

9 with respect to the five (5) year capital plan for

10 diesel communities where we meet with the main funding

11 body, which is AANDC.  And so we have been receiving

12 capital contributions from AANDC on a fairly timely

13 basis over the last number of years.

14                There are some capital amounts that

15 would be owing from other consumers up there, other

16 government agencies that were not party to the

17 settlement agreement, or the tentative settlement

18 agreement.  And any monies owing by those parties

19 towards capital costs still remain outstanding at this

20 time.

21                MR. SVEN HOMBACH:   Lastly with respect

22 to diesel, has Manitoba Hydro given nay consideration

23 to increasing the service level beyond 60 amps?

24                MR. GREG BARNLUND:   There's no

25 consideration for that at this time.  To increase the
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1 service level beyond 60 amps obviously creates

2 additional opportunities for load growth in the diesel

3 communities which must be served by diesel generation.

4                The existing installed capacity, the --

5 of the diesel-generating facilities are adequate for

6 serving the load that exists up to -- obviously

7 considering a 60 amp service for residential customers.

8                If those limitations were to be lifted,

9 it's conceivable that customers may start adding more

10 load to the system because residential customers are

11 paying grid rates, they are not paying rates that are

12 specific to the diesel communities themselves.

13                In the event that load growth occurred,

14 additional capital investment would be required to

15 increase capacity in each of those communities.  And so

16 at this time there's no active consideration being

17 given to increasing the 60 amp ceiling.

18

19                       (BRIEF PAUSE)

20

21                MR. SVEN HOMBACH:   I'd like to turn

22 then to the subject of the curtailable rates program.

23 Mr. Czarnecki, you won't have to shuffle around any of

24 Manitoba Hydro's panel?

25                MR. BRENT CZARNECKI:   I can't guarantee
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1 that, but let's see where we go.

2

3 CONTINUED BY MR. SVEN HOMBACH:

4                MR. SVEN HOMBACH:   Most of the

5 documents to which I will refer the panel can be found

6 at Tab 21 of Volume II of Board counsel's book of

7 documents.

8

9                       (BRIEF PAUSE)

10

11                MR. SVEN HOMBACH:   Before we go there,

12 though, Mr. Kuczek, is it fair to say that to -- as far

13 as capacity-based DSM programs go, the CRP is really

14 only the -- the solitary large capacity program that's

15 in the current DSM portfolio?

16                MR. LLOYD KUCZEK:   It -- it's the only

17 one that has a capacity component exclusively.  The --

18 the other -- there is capacity associated with the

19 other programs, but, yes, this one's just the capacity-

20 based only, and -- and has no energy associated with

21 it.

22                MR. SVEN HOMBACH:   When Manitoba Hydro

23 was previously on the record in this proceeding about

24 possible changes to the program and the cap, has your

25 department made any other suggestions, or has your
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1 department reviewed the benefit of the CRP from a DSM

2 perspective?

3                MR. GREG BARNLUND:   The decision to

4 propose changes to the cap was made in consultation

5 between a number of affected departments and -- and

6 divisions within the Corporation.  So the DSM planning

7 staff would have -- would have had a -- a pre -- would

8 have participated in that conversation, yes.

9                MR. SVEN HOMBACH:   Let's turn to page

10 200 of Volume II of Board counsel's book of documents.

11 There's currently only three (3) customers that are

12 using this program at all, correct?

13                MR. GREG BARNLUND:   Yes, that's

14 correct.

15                MR. SVEN HOMBACH:   And customer 1

16 appears to be the most extensive user?

17                MR. GREG BARNLUND:   Yes.

18                MR. SVEN HOMBACH:   And without

19 disclosing the identity of that customer, that is one

20 (1) of Manitoba Hydro's top customers?

21                MR. GREG BARNLUND:   They are a very

22 large customer of Manitoba Hydro, yes, indeed.

23                MR. SVEN HOMBACH:   Customer 3 appears

24 not to have significantly utilized the program.  Have

25 there been discussions with respect to customer 3 to



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

2828

1 move it into another bracket?

2                MR. GREG BARNLUND:   We have had

3 discussions with customer 3.  Customer 3's

4 circumstances are a change in their business

5 environment where they're -- essentially, their load

6 has significantly lessened over this last period of

7 time, and therefore, they have a lower ability to

8 contribute to the -- to the program.

9                MR. SVEN HOMBACH:   Has Manitoba Hydro

10 been approached by any other customers that would like

11 to utilize any of the CRP programs?

12                MR. GREG BARNLUND:   I'm not aware of --

13 of any -- of -- of any such customers at this time, no.

14                MR. SVEN HOMBACH:   Now, customer A is

15 currently receiving a credit of close to a half a

16 million dollars per month.  And that's -- that's an

17 average figure over an entire year, correct?

18                MR. GREG BARNLUND:   Yes, it is.

19                MR. SVEN HOMBACH:   Manitoba Hydro's

20 also been on the record of -- of saying that the

21 program does not provide a lot of utility anymore.

22                Is that still Hydro's position?

23                MR. GREG BARNLUND:   Mr. Cormie

24 testified to that at some length on the operations

25 panel.  And he described the changes that have occurred
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1 in the -- in -- in the MISO market and how things --

2 other arrangements have evolved within that market that

3 have changed the -- the overall value to Manitoba Hydro

4 of the Curtailable Rates Program as it was originally

5 struck.

6                MR. SVEN HOMBACH:   Have there been any

7 discussions with customer 1 to eliminate that program

8 entirely?

9                MR. GREG BARNLUND:   I'm not aware of

10 any such discussions, no.

11                MR. SVEN HOMBACH:   Does Manitoba Hydro

12 intend to limit the availability of this program to an

13 existing customer?

14                MR. GREG BARNLUND:   I think Mr. Cormie

15 spoke at some length about this on the record.  I'd

16 hate to track over what he said.  But he -- he said it

17 quite eloquently, that we're essentially grandfathering

18 the existing customers, and all that we're looking at

19 doing is adjusting the level of the caps that would be

20 available for brand new customers that look to

21 participate in the program.

22                So from that perspective, we're not, in

23 my view, creating a negative impact on any existing

24 customers that are participating in the Curtailable

25 Rates Program.
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1                MR. SVEN HOMBACH:   So effectively,

2 should the Board be looking at this as a subsidy to one

3 (1) of the larger industrial customers?

4                MR. GREG BARNLUND:   I wouldn't view it

5 as a subsidy specifically in that there is still value

6 to Manitoba Hydro.  And -- and whether that value is as

7 significant as it once was is obviously a -- a matter

8 that -- that changes over time, but there is still

9 value.

10                And Manitoba Hydro is not proposing to

11 eliminate the program.  If anything, Manitoba Hydro

12 would appreciate having a conversation with the

13 industrial customers in Manitoba to understand what

14 type of program offering would suit their needs, and

15 then Manitoba Hydro can determine if there are any

16 opportunities or if there are any merits in creating

17 additional programming that would meet their

18 requirements.

19                And I think that Manitoba is in a unique

20 situation where we have a relatively small industrial

21 base when we compare ourselves to even Saskatchewan or

22 Ontario.  And so it's not -- it's not easy to -- to be

23 able to find enough load to be able to curtail under

24 circumstances, so I think it is important that

25 customers be engaged in a discussion, and customers
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1 tell us what -- what duration of -- of curtailment

2 they'd be willing to accept, what frequency, and -- and

3 what notice period would be acceptable to them.

4                And if we know that, then we have an

5 opportunity to assess our existing and -- and near-term

6 contractual arrangements and determine if we can create

7 a mutually beneficial program, which we would bring

8 forward to the Public Utilities Board in due course for

9 review.

10                MR. SVEN HOMBACH:   And perhaps this

11 should be a question to Mr. Cormie, but if the program

12 is not currently utilized as capacity resource in the

13 Power Resource Plan, then what is the value to Manitoba

14 Hydro?

15                MR. GREG BARNLUND:   That is a question

16 for Mr. Cormie as opposed to myself.  I'm sorry.

17                MR. SVEN HOMBACH:   Mr. Czarnecki,

18 perhaps those questions could be addressed to Mr.

19 Cormie by way of undertaking, unless it would make

20 sense to make him available briefly after the break?

21                MR. BRENT CZARNECKI:   I'm not sure he's

22 available to -- to be made after the break, but I could

23 check into that.  But we would -- we could undertake to

24 look into that, and review the transcript from when Mr.

25 -- Mr. Cormie spoke to this, because part of the answer
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1 may be in there, and if necessary, we could have him

2 elaborate it -- elaborate on it to address your

3 specific --

4                MR. SVEN HOMBACH:   Yes.

5                MR. BRENT CZARNECKI:   -- question.

6                MR. SVEN HOMBACH:   And for that, I'd

7 refer you to transcript page 1,574.

8

9                       (BRIEF PAUSE)

10

11                MR. BRENT CZARNECKI:   If -- if it is

12 the desire of the Board to have Mr. Cormie address it

13 here, I could check with his availability, but I think

14 it would be more prudent in the circumstances to do it

15 by way of undertaking.

16

17 --- UNDERTAKING NO. 54:    Manitoba Hydro to provide

18                             the value to them if the

19                             program is not currently

20                             utilized as capacity

21                             resource in the Power

22                             Resource Plan, confirm the

23                             reason for no longer

24                             listing the Curtailable

25                             Rate Program as a capacity
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1                             resource, and the

2                             possibility of deferring

3                             the need for new generation

4                             if the CRP were to once

5                             again be included as a

6                             capacity resource in the

7                             Power Resource Plan; also

8                             why during the winter of

9                             2013 and '14, Manitoba

10                             Hydro chose not to utilize

11                             the CRP, but rather go to

12                             market and MISO for

13                             additional imports during a

14                             time of capacity shortage

15

16 CONTINUED BY MR. SVEN HOMBACH:

17                MR. SVEN HOMBACH:   And if I could

18 briefly point the panel to page 207?

19

20                      (BRIEF PAUSE)

21

22                MR. SVEN HOMBACH:   Page 207 and 208 of

23 Volume II of the book of documents are the no new

24 resources scenario under the Power Resource Plan, and -

25 - and page 208 shows that there's going to be a
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1 capacity shortage by no later than 2038/'39.

2                MR. GREG BARNLUND:   I'm -- I would

3 suggest that Mr. Cormie or -- or Mr. Miles or Mr.

4 Cormie, either one, would probably be more appropriate

5 to be answering these questions.

6                MR. SVEN HOMBACH:   Mr. Czarnecki,

7 perhaps what we'll do is during the break, you can

8 check whether Mr. Cormie is available.  In the

9 meantime, if you could expand the undertaking to have

10 Mr. Cormie confirm the reason for no longer listing the

11 Curtailable Rate Program as a capacity resource, and

12 the possibility of deferring the need for new

13 generation if the CRP were to once again be included as

14 a capacity resource in the Power Resource Plan?

15                MR. BRENT CZARNECKI:   Yeah, we'll do

16 that.

17

18                       (BRIEF PAUSE)

19

20                MR. SVEN HOMBACH:   Furthermore, Mr.

21 Czarnecki, if you could confirm with Mr. Cormie why

22 during the winter of 2013 and '14, Manitoba Hydro chose

23 not to -- not to utilize the CRP, but rather go to

24 market and MISO for additional imports during a time of

25 capacity shortage?
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1                       (BRIEF PAUSE)

2

3                MR. SVEN HOMBACH:   Mr. Czarnecki, with

4 respect to the Surplus Energy Program, the limited use

5 of Billing Demand Program, the EIIR, would Mr. Cormie

6 also be the right person to have on the panel?  Mr.

7 Barnlund, you're it?  Mr. Czarnecki, I'll defer any

8 further questions on the CRP.

9

10 CONTINUED BY MR. SVEN HOMBACH:

11                MR. SVEN HOMBACH:   With respect to the

12 Surplus Energy Program, Mr. Barnlund, is --

13                MR. GREG BARNLUND:   Yes, sir?

14                MR. SVEN HOMBACH:   -- is the January

15 23, 2015, SEP report still valid with respect to option

16 1?

17                MR. GREG BARNLUND:   Yes, it is.  It

18 indicates that we were seeking approval of option 1,

19 which we received on an interim basis.  We're looking

20 to have it finalized and as well at this time, we do

21 not have any customers subscribed in option 1.

22                MR. SVEN HOMBACH:   Has anybody

23 approached Manitoba Hydro for that option?

24                MR. GREG BARNLUND:   I believe that a

25 number of years ago, or in the last couple of years,
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1 there had been some -- some discussions with one (1)

2 customer in particular.  And those discussions led us

3 to propose the changes that we have identified in the

4 application and in the previous application with

5 respect to surplus energy, which is the ability to

6 nominate different reference demand levels between

7 peak, shoulder, and off-peak periods.

8                MR. SVEN HOMBACH:   If there still

9 haven't been any tangible leads, though, in the

10 interim, can you explain why Manitoba Hydro wants to

11 keep this option rather than just scrapping it?

12                MR. GREG BARNLUND:   Well, our view was

13 that it provided additional flexibility for a customer

14 that may -- may find a need for this type of program.

15 And the fact that we had proposed it and had not yet

16 had any uptake on it wasn't reason, I don't think, for

17 us to now abandon it and say we were going to scrap it.

18 So we chose to continue to seek the approval of this

19 option, notwithstanding that we don't have any

20 customers lining up to take it at this point in time.

21 But it does provide additional rate program flexibility

22 for certain customers that may be interested in -- in

23 examining that type of option in the future.

24

25                       (BRIEF PAUSE)
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1                MR. SVEN HOMBACH:   Let's turn to the

2 Limited Use of Billing Demand Program.

3                MR. GREG BARNLUND:   Yes, sir.

4                MR. SVEN HOMBACH:   This was before my

5 time in front of this Board, Mr. Barnlund, but this

6 program was started when there was still a winter

7 ratchet, was it not?

8                MR. GREG BARNLUND:   Yes, that's

9 correct.

10                MR. SVEN HOMBACH:   Can you enlighten me

11 when that winter ratchet was eliminated?

12

13                       (BRIEF PAUSE)

14

15                MR. GREG BARNLUND:   We'd have to

16 confirm that.  I think the winter ratchet may have been

17 eliminated in the 2004/2005 period, somewhere around in

18 there.  But I think that the important thing to

19 understand about Limited Use of Billing Demand that it

20 wasn't put in place specifically for customers that

21 were experiencing problems with peak winter demand.

22                The design of the program was to -- to

23 be able to offer an option to customers that had very

24 intermittent usage that could drive significant demands

25 on a short-term basis that were essentially creating --
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1 creating costs for them that were significant.

2                And given that these demands were -- of

3 those customers were largely non-coincident with the

4 winter or summer peak that we were experiencing, that

5 there was the ability to serve those customers without

6 a financial impact to the rest of the customers, if you

7 would.

8                And so the Limited Use of Billing Demand

9 option was created around the year 2000 to be able to

10 provide customers that had that type of load

11 characteristic with the additional flexibility from a

12 rate perspective to be able to manage their electricity

13 costs.

14                MR. SVEN HOMBACH:   And when you say,

15 "no impact," the most recent annual cost to Manitoba

16 Hydro, meaning to other customers, has been about two

17 hundred and ninety thousand dollars ($290,000) a year?

18                MR. GREG BARNLUND:   In terms of a

19 dollar financial impact, correct.  The way that the

20 program operates from a revenue perspective is that we

21 set prices a week in advance or for a week's time

22 period based on what the MISO market would indicate.

23                And so we have -- quite naturally, there

24 will be variations that will occur in what the value of

25 that energy is through the period of time those
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1 customers are paying that rate for that week.  And when

2 you accumulate that amount over a period of time, it

3 ends up for this year being two hundred and ninety

4 thousand dollars ($290,000).

5                What I meant to say, or what I was

6 expressing before in terms of the costs to the

7 Organization is that the cost to Manitoba Hydro is that

8 we're not putting additional peak on.  We don't have to

9 build additional capacity to serve this load, because

10 it's -- for the most part, it's not coincident with our

11 system peaks.  That's what I was referring to in terms

12 of the impacts to Manitoba Hydro.

13                MR. SVEN HOMBACH:   In Manitoba Hydro's

14 view, is that cost still justified at this point in

15 time?

16                MR. GREG BARNLUND:   We have no desire

17 or no plan to make any changes to -- to the -- to

18 eliminate or limit the Limited Use of Billing Demand at

19 this time.  We continue to offer the -- the option to

20 customers, and will continue to do so for the coming

21 future.

22                MR. SVEN HOMBACH:   Have you considered

23 how LUBD customers would be affected if and when

24 Manitoba Hydro implements time-of-use rates?

25                MR. GREG BARNLUND:   That is a
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1 consideration.  And -- and when we -- when we bring

2 forth the proposal for time-of-use rates, we will be

3 looking at how we can harmonize or -- or make sure the

4 terms and conditions may need to be adjusted so that we

5 don't have any unforeseen consequences arising between

6 customers being impacted by time-of-use rates or the

7 Limited Use of Billing Demand.

8                MR. SVEN HOMBACH:   Lastly, Mr.

9 Barnlund, does Manitoba Hydro have load profiles for

10 all those customers?

11                MR. GREG BARNLUND:   We -- we don't have

12 load profiles for all these customers.  We're -- we set

13 the load profile based on an average 18 percent load

14 profile or load factor for these customers.

15                Customers that would be operating at a

16 load factor that is greater than 18 percent would

17 likely be paying more under a LUBD than they may be

18 under general service rates.

19                MR. SVEN HOMBACH:   The reason I'm

20 asking is that you are -- you're basing it on non-

21 coincident peaks, and you seem to be satisfied that the

22 collective demand does not represent a -- a serious

23 increase to the capacity requirements for Manitoba

24 Hydro.

25                Is there any chart that compares when
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1 the various customers are meeting their own peak

2 demand?

3                MR. GREG BARNLUND:   If you could just

4 give a second?

5                MR. SVEN HOMBACH:   If so, could you --

6 if so, could you undertake to file that with the Board?

7                MR. GREG BARNLUND:   Sure.  Will do.

8                MR. SVEN HOMBACH:   Thank you.

9

10 --- UNDERTAKING NO. 55:    Manitoba Hydro to provide

11                             chart comparing when

12                             various customers are

13                             meeting their own peak

14                             demand, if available

15

16 CONTINUED BY MR. SVEN HOMBACH:

17                MR. SVEN HOMBACH:   Does Manitoba Hydro

18 still anticipate to at some point proceed with an

19 energy-intensive industrial rate?

20                MR. GREG BARNLUND:   Our plan at this

21 time is to proceed forth with a time-of-use rate

22 proposal.  And we feel that the time-of-use rate

23 proposal is superior to -- to other alternatives such

24 as the alternative that was previously brought forth in

25 the energy-intensive rate process that was before this
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1 Board in 2008. So at this point in time, we intend to

2 focus all of our efforts on obtaining approval for

3 time-of-use rates.  And I wouldn't -- would not expect

4 that we are looking to resurrect the energy-intensive

5 rates proposal at this time.

6                MR. SVEN HOMBACH:   In response to an IR

7 dealing with conservation rates on page 280 of Board

8 counsel's book of documents, of Volume V of Board

9 counsel's book of documents, there's a reference to a

10 potential change to Manitoba Hydro's service extension

11 policy.

12                Does Manitoba Hydro have a written

13 service extension policy?

14                MR. GREG BARNLUND:   We have -- we have

15 a series of service extension procedures that we --

16 that we issue to staff or that staff use to be able to

17 administer the connection of -- of new customers to the

18 system.  Our -- those procedures are based on certain

19 policy decisions that the Corporation has made over the

20 last number of years.  And I believe we have

21 Information Requests that we had provided the Board

22 with respect to that matter.  And I can turn that up if

23 you'd like.

24                MR. SVEN HOMBACH:   Yes, please.

25 Perhaps we can deal that offline.
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1                       (BRIEF PAUSE)

2

3                MR. SVEN HOMBACH:   Lastly, Mr.

4 Barnlund, I have a few question regarding area and

5 roadway lighting rates.  And that's only to get Ms. Pam

6 Pugh warmed up because she's -- I see she's on the

7 microphone already.

8                Can you please clear up any confusion as

9 to who owns light standards for area and roadway

10 lighting?  Are those installed and owned by Manitoba

11 Hydro?

12                MR. GREG BARNLUND:   Generally speaking,

13 yes, they are.

14                MR. SVEN HOMBACH:   And when you say,

15 "generally speaking," what's the exception to that?

16                MR. GREG BARNLUND:   I believe there are

17 a small number of -- of lighting fixtures that are

18 provided by the City of Winnipeg to Manitoba Hydro.

19 They are nonstandard items.  There's a relatively small

20 number of those I think probably found in the exchange

21 district or other districts downtown.

22                Manitoba Hydro installs those on our --

23 on our poles and -- and maintains them, but the City

24 provides the parts and the -- the -- any required

25 repairs for those.
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1                MR. SVEN HOMBACH:   Who's responsible

2 for all the design criteria?  Is it Manitoba Hydro who

3 determines where light standards are placed or is it

4 the City of Winnipeg or other municipalities?

5                MS. LOIS MORRISON:   Generally, Manitoba

6 Hydro follows lighting standards that are set when

7 designing where the lighting will go.  So if a -- if a

8 subdivision is being constructed, Manitoba Hydro

9 follows accepted lighting practice standards.  I

10 believe I referred to that in an IR.

11

12                       (BRIEF PAUSE)

13

14                MS. LOIS MORRISON:   Yeah.  We -- we use

15 -- we make sure that the lighting is meeting the

16 Illuminating Engineering Society's North American

17 recommended practices, specifically recommended

18 practice number 8, whenever we are designing lighting

19 systems to go in.  These lighting requirements are

20 vetted through the lightings for -- particularly for

21 Win -- the City of Winnipeg.  These lighting systems

22 are checked with the lighting system's branch to ensure

23 that we're meeting their requirements.

24                MR. SVEN HOMBACH:   Okay.

25                MS. LOIS MORRISON:   Sorry, the IR I'm
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1 referring to is City of Winnipeg/Manitoba Hydro-II-1(a)

2 to (d).

3                MR. SVEN HOMBACH:   And in response to a

4 PUB IR you provided some detailed calculations for the

5 LED light standards under the -- the LED program.  My

6 one (1) technical question on that program is:  Is

7 Manitoba Hydro satisfied that the replacement of

8 existing lighting with LED won't require the

9 installation or removal of additional light standards?

10                Are you assuming that you can simply

11 replace an existing high-pressure sodium bulb with an

12 LED bulb without needing another light standard in

13 between to achieve the same lighting?

14                MS. LOIS MORRISON:   What our lighting

15 standards -- sorry, our distribution design and

16 standards group undertook an extensive review to

17 determine what specifications we required to meet the

18 existing -- to basically replace the existing lighting

19 systems.  And it's not a matter of replacing a lamp to

20 a lamp.  We're actually replacing the head.  The -- so

21 the entire HPS head is removed, not just the bulb, and

22 an LED lighting head is put on.

23                And the -- the idea is -- or the design

24 that we undertook was to make sure that the lighting

25 patterns provided by the LED maintained the same
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1 lighting that was in place for the lighting that was

2 removed.

3

4                       (BRIEF PAUSE)

5

6                MR. SVEN HOMBACH:   How does Manitoba

7 Hydro inventory lighting standards?  Is it done in the

8 same manner as transmission or distribution poles?

9                MR. PAUL CHARD:   Light -- light

10 standards are -- are recorded in our -- our GIS system,

11 which is a distribution system -- or a record of our

12 distribution system.

13

14                       (BRIEF PAUSE)

15

16                MR. SVEN HOMBACH:   The -- the LED

17 program that -- that's been the subject to some

18 Information Requests already, is Manitoba satisfied --

19 Manitoba Hydro satisfied that that is revenue neutral

20 to ratepayers aside from the affected municipalities,

21 or is there going to be a cost to Manitoba Hydro as a

22 result of that program?

23                MR. GREG BARNLUND:   The way that, I

24 think, things will unfold over time with regards to LED

25 lighting is that as every year goes by and LED lights
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1 are purchased and installed in replacement of existing

2 high pressure sodium lighting, there will be a change

3 in the cost that will be directly assigned to the area

4 and roadway lighting class.

5                So if you think of it that the -- the

6 program will take five (5) to seven (7) years to

7 replace all these lights, and at the end of that time

8 we'll have a different cost base for lighting that will

9 be directly assigned to the area and roadway lighting

10 class.  So it will not have an effect on other

11 ratepayer classes.  The cost associated with replacing

12 those lights will be reflected in the allocation of

13 costs to the area and road -- area and roadway lighting

14 class.

15                MR. SVEN HOMBACH:   Lastly, Mr.

16 Barnlund, I'd like Manitoba Hydro to, by way of

17 undertaking, quantify the total expected energy savings

18 over the next seven (7) years, which I understand is

19 the completion time frame for the program, as well as

20 the total capital costs for that program.

21                MR. GREG BARNLUND:   Certainly.

22

23 --- UNDERTAKING NO. 56:    Manitoba Hydro to quantify

24                             the total expected energy

25                             savings over the next seven
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1                             (7) years, as well as the

2                             total capital costs for the

3                             program

4

5                MR. GREG BARNLUND:   And I want to clear

6 the record because I misspoke when I was talking about

7 LUBD rates.  I had too many rate programs in my head at

8 the same time, so let me clarify.

9                In terms of LUBD, the question was:  Do

10 we accept the two hundred and ninety-thousand dollars

11 ($290,000) that is reported in that program as being

12 the difference in cost for those customers under LUBD

13 than under other rates.  And what that number

14 represents is that if those customers that are on LUBD

15 instead were under general service rates, that we would

16 have -- there's a two hundred and ninety thousand

17 dollar ($290,000) difference for the year there.

18                However, we forecast LUBD usage and

19 revenues specifically, so we're not short two hundred

20 and ninety thousand dollars ($290,000).  We forecast

21 the -- the number of customers that are participating

22 in LUBD.  We forecast the -- the number of customers

23 that are participating in LUBD.  We forecast their

24 usage and their revenues, and we're -- we're recovering

25 the money we need to recover from the LUBD customers.
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1                Where I misspoke was I was unfortunately

2 following that up with the Surplus Energy Program,

3 because the Surplus Energy Program accumulates other

4 pluses and minuses throughout the year as well, too.

5 And those -- those pluses and minuses will be

6 represented in our net income at the end of the day.

7 So the Surplus Energy Program is where we price energy

8 against the MISO market.

9                We sell it to customers in a week a --

10 in -- in the week that those rates are in effect, and

11 we either gain or lose because the prices that were set

12 are either going to be higher or lower than what the

13 marginal cost was.  So we accumulate those amounts, and

14 those amounts will flow to net income.

15                So I had the two (2) programs sort of

16 folded together in that answer, unfortunately.  I just

17 wanted to clarify that.

18                MR. SVEN HOMBACH:   Thank you for that

19 clarification.  Mr. Chair --

20                MS. LOIS MORRISON:   Perhaps instead of

21 taking it as an undertaking for the Road -- the LED

22 Roadway Lighting Program, we could refer you to page

23 150 of your book of documents.  In it, we've

24 identified, under the LED Roadway Lighting Program, 35

25 gigawatt hours of energy savings.  And on page 151,
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1 we've identified $40.4 million in capital expenditures

2 associated with that program.

3

4 CONTINUED BY MR. SVEN HOMBACH:

5                MR. SVEN HOMBACH:   And those numbers

6 are still up to date?

7                MS. LOIS MORRISON:   They are -- they

8 are -- yes, they are current as of today.

9                MR. SVEN HOMBACH:   Thank you.  Mr.

10 Chairman, that concludes my examination.  I would

11 appreciate about five (5) minutes with Mr. Cormie on

12 the Curtailable Rate Program either today or tomorrow

13 if he's available.  But otherwise, I would suggest this

14 might be an opportune time to take a break and

15 afterwards call upon the City of Winnipeg.

16                THE CHAIRPERSON:   You will recall that

17 tomorrow will be a challenge?  We already have a full

18 schedule tomorrow.  So if Mr. Cormie can't make it

19 today, it would have to be some other day, if possible.

20                MR. BRENT CZARNECKI:   We're -- we're

21 checking with Mr. Cormie as we speak.  And if not

22 today, we're seeing if he's available first thing

23 tomorrow morning.

24                THE CHAIRPERSON:   That'll be a

25 challenge.  We'll have to speak to -- off the record --
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1 off -- off the -- offline on that one, because tomorrow

2 is a full day already, so.  I do have a question

3 regarding the SEP program and -- and this is in

4 relation to a request that we -- has been received by -

5 - by the PUB.  And this is in -- whether or not the

6 regular SEP orders that are issued by the Board,

7 perhaps on a quarterly basis, we could include the

8 factors that have influenced prices over the past

9 quarter.

10                Is that something that could be done --

11                MR. GREG BARNLUND:   So you -- you would

12 be looking at basically an explanation of the variance

13 -- the cause of the variances between rates that are

14 set and -- and costs that are recognized in the day-

15 ahead market through that period of time?

16                THE CHAIRPERSON:   Yes.  Is that

17 something that can be done?

18                MR. GREG BARNLUND:   I think that's

19 possible.  I -- I -- you know, I took a quick look at

20 this data, you know, before we took the witness stand

21 today, and -- and typically these are either driven by,

22 you know, a temporary outage that occurs on a tie-line

23 somewhere, and that tends to -- to change the

24 situation, the circumstances.  So you're forecasting a

25 week ahead for prices that are changing in the day-
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1 ahead market.  And so -- but I think we could undertake

2 to provide some form of general variance discussion,

3 you know, with respect to that.

4                And I'm -- maybe we'd -- we'd typically

5 do that I think in the annual report, but you may be

6 suggest you would prefer to see something on a more

7 frequent basis?

8                THE CHAIRPERSON:   Well, I think it

9 would be something like a quarterly update as to what's

10 been happening with the SEP prices and what are the

11 factors that have fed into the variation --

12                MR. GREG BARNLUND:   Certainly.  We

13 could -- we could undertake to begin doing that.  Yeah.

14                THE CHAIRPERSON:   Okay.

15

16 --- UNDERTAKING NO. 57:    Manitoba Hydro to provide

17                             quarterly updates to the

18                             Surplus Energy Program and

19                             the factors that cause

20                             variances in the rates set

21                             and the day-ahead costs

22

23                THE CHAIRPERSON:   With that, I'll just

24 declare a recess.  We'll take ten (10) minutes.  We'll

25 be back here at twenty (20) to, and we'll hear from



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

2853

1 Manitoba -- from the City of Winnipeg.  Thank you.

2

3 --- Upon recessing at 2:27 p.m.

4 --- Upon resuming at 2:41 p.m.

5

6                THE CHAIRPERSON:   I believe that we're

7 ready to resume the proceedings.  I'm assuming that

8 there are no administrative matters to tend to.  Mr.

9 Czarnecki, please.

10                MR. BRENT CZARNECKI:   Just one (1)

11 thing, Mr. Chairman.  A new face in the back row.  It's

12 Ms. Georgie Clark, who's sitting directly behind Mr.

13 Chard.  And she's the Customer Billing department

14 manager and will be assisting him with the City of

15 Winnipeg's questions in particular.

16                THE CHAIRPERSON:   With that, I'll turn

17 the microphone over to Ms. Pambrun.

18                MS. DENISE PAMBRUN:   Thank you, Mr.

19 Chairman.

20

21 CROSS-EXAMINATION BY MS. DENISE PAMBRUN:

22                MS. DENISE PAMBRUN:   I'm not sure

23 exactly to whom I should be directing my questions, but

24 I assume the person with the requisite knowledge will

25 jump in, eagerly no doubt, to answer each specific



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

2854

1 question as it arises.

2                I'd like to start by directing your

3 attention to Appendix 6.1 of the application, which is

4 the proof of revenue that was filed by Manitoba Hydro.

5

6                       (BRIEF PAUSE)

7

8                MS. DENISE PAMBRUN:   I see Mr. Barnlund

9 has jumped eagerly to the page.

10                MR. GREG BARNLUND:   I have it.

11                MS. DENISE PAMBRUN:   And I will ask you

12 to go to the line that sets out the calculated revenue,

13 current rate, for the A&R lighting category further

14 down the page.  And you see for current year, it is

15 twenty-two million, nine hundred and five thousand,

16 five hundred and nineteen dollars ($22,905,519).

17                You see that, Mr. Barnlund?

18                MR. GREG BARNLUND:   Yes.  That would be

19 the calculation at current rates.

20                MS. DENISE PAMBRUN:   Right, before the

21 sought-after rate increase, is that correct?  And my

22 understanding is that the City of Winnipeg is the

23 single-largest consumer of area and roadway lighting

24 electricity in the Province of Manitoba.

25                Is that also your understanding?
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1                MR. GREG BARNLUND:   Yes.  The City of

2 Winnipeg accounts for approximately almost 50 percent

3 of the area and roadway lighting class.

4                MS. DENISE PAMBRUN:   All right.  Now,

5 if we just move a little further down around the -- to

6 -- in the application, we go to Appendix 6.3, which is

7 the proposed rate schedules for April 1st, 2015.  And

8 we can go specifically to page 21, which sets out the

9 proposed rate schedules for the area and roadway

10 lighting class.

11                We see on this chart, in the left-hand

12 column, the set -- the split of the different types of

13 luminaries that are used in area and roadway lighting.

14                You see that?

15                MR. GREG BARNLUND:   Yes.

16                MS. DENISE PAMBRUN:   So on the left

17 side, we see various wattages, but that doesn't include

18 only wattages.  It also includes certain types of

19 luminaires, right?  So we have fluorescent,

20 incandescent, mercury vapour, HPS, which stands for

21 high-pressure sodium vapour, and LEDs at the bottom.

22                You see all of that?

23                MR. GREG BARNLUND:   Yes, that's

24 correct.

25                MS. DENISE PAMBRUN:   And all of those
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1 have different wattages associates with them.  Is that

2 correct?

3                MR. GREG BARNLUND:   Yes.

4                MS. DENISE PAMBRUN:   And then further

5 to the right, we see the actual rates that are proposed

6 by Manitoba Hydro, including the 3.95 percent increase

7 that is proposed?

8                MR. GREG BARNLUND:   Yes.  And those are

9 shown on a shared and exclusive basis.

10                MS. DENISE PAMBRUN:   All right.  Let's

11 talk just for a minute about shared and exclusive.  Can

12 you explain to the panel what is meant by "Shared" as

13 opposed to "Exclusive"?

14                MR. GREG BARNLUND:   Okay.  So there's

15 an Information Request on that, and I would just ask

16 you to turn to that.

17                MS. DENISE PAMBRUN:   Certainly.

18

19                       (BRIEF PAUSE)

20

21                MR. GREG BARNLUND:   Just give me one

22 (1) second here while I turn this up.  City of

23 Winnipeg/MH-II-1(e).  And in this response, it

24 describes how we would define a shared unit.  And a

25 shared unit is defined as a wood or ornamental pole
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1 provided for primary purpose of supporting electrical

2 circuits other than those required for street lighting,

3 whereas an exclusive pole is defined as a Manitoba

4 Hydro-owned wood or ornamental pole provided for the

5 primary purpose of supporting one (1) or more street

6 luminaires and related circuitry.

7                MS. DENISE PAMBRUN:   And if I go back

8 to Appendix 6.3 at page 20, it indicates that an

9 exclusive pole is a corporate-owned pole.

10                I understand that is -- by 'corporate',

11 that means a Manitoba Hydro-owned pole.

12                MR. GREG BARNLUND:   Yes, that's

13 correct.

14                MS. DENISE PAMBRUN:   And a shared pole

15 may not necessarily be owned by Manitoba Hydro.

16                Is that correct?

17                MR. GREG BARNLUND:   A shared pole would

18 be owned by Manitoba Hydro, but it could involve

19 connection or -- or could carry cable for MTS or for

20 some of the cable companies, for example.

21                MS. DENISE PAMBRUN:   All right.

22                MR. GREG BARNLUND:   So it's shared

23 because there's more than one (1) utility attaching to

24 our pole.

25                MS. DENISE PAMBRUN:   And if we look
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1 again at page 21 we can see that the rate per month for

2 a luminaire on a shared pole is invariably lower than

3 it is for an exclusive pole.

4                Is that correct?

5                MR. GREG BARNLUND:   That's correct,

6 yes.

7                MS. DENISE PAMBRUN:   And that's because

8 Manitoba Hydro is able to use the pole for more than

9 one (1) user and it, therefore, can reduce the rate for

10 the -- for each of the users because more than one (1)

11 user is getting the use of that pole?

12                MR. GREG BARNLUND:   Yes, the cost of

13 the -- of that unit would be shared, not only with the

14 street lighting customer, but with the entity that's

15 attaching their facilities to our pole, as well.

16                MS. DENISE PAMBRUN:   All right.  And so

17 that's the types of -- that's -- that explains the

18 poles.  Let's go back to the left-hand column.  We can

19 see a number of different types.  We have fluorescent

20 lights.  I think we're all a little bit familiar with

21 those.  We have incandescent lights.

22                Are there still incandescent lights in

23 the City of Winnipeg?

24

25                       (BRIEF PAUSE)
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1                MR. GREG BARNLUND:   Just one (1)

2 moment, please.

3                MS. DENISE PAMBRUN:   Certainly.

4

5                       (BRIEF PAUSE)

6

7                MR. PAUL CHARD:   So the inventory that

8 was provided in response to City of Winnipeg I-1(a)

9 does include incandescent lights.

10                MS. DENISE PAMBRUN:   All right.  Is it

11 fair to suggest that is older technology?

12                MR. PAUL CHARD:   It -- it's likely

13 older technology, but it -- it may also be a very

14 specific purpose.

15                MS. DENISE PAMBRUN:   All right.  The

16 next category we have is MH, which stands for metal,

17 and I'm not sure I'm pronouncing this correctly,

18 halide?

19                MS. LOIS MORRISON:   Metal halide.

20                MS. DENISE PAMBRUN:   Halide.  And is

21 that older technology or is that used for a specific

22 purpose?

23

24                       (BRIEF PAUSE)

25
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1                MS. LOIS MORRISON:   It's used in cases

2 where we're wanting more of a white light or the

3 customer has identified that they want more of a white

4 light.

5                MS. DENISE PAMBRUN:   All right.  I'll

6 just go back to incandescent for a minute.  What would

7 be the type of special purpose we would be talking

8 about?

9                MR. PAUL CHARD:   I'm not sure.  I was

10 just identifying that -- that it could be an old --

11 yeah, it could be an old fixture which can only take in

12 incandescent light.

13                MS. DENISE PAMBRUN:   All right.

14                MR. PAUL CHARD:   It's just a

15 possibility.

16                MS. DENISE PAMBRUN:   Would you agree

17 with me that an incandescent light is likely less

18 efficient than the more modern technology?

19                MS. LOIS MORRISON:   Yes.

20                MS. DENISE PAMBRUN:   Very well.  And

21 then the next category is mercury vapour.  My

22 understanding is that the mercury vapour lights would

23 have been part of a conversion to more modern and

24 efficient lighting, HPS to be specific, about ten (10)

25 to twenty (20) years ago.
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1                Is that correct?

2                MS. LOIS MORRISON:   That is correct.

3 There were small instances where -- throughout the

4 province where we were unable to convert due to there

5 might have been technical difficulties or issues

6 attached to that.

7                MS. DENISE PAMBRUN:   All right.  My

8 understanding is that there are still over eight

9 hundred (800) mercury vapour lights for which the City

10 is still being billed.

11                Is that your understanding?

12                MR. PAUL CHARD:   Subject to check, yes.

13                MS. DENISE PAMBRUN:   All right.  Are

14 you suggesting that in all eight hundred (800) of those

15 instances it was impossible to replace those mercury

16 vapour lights for the reason you just gave me?

17                MS. LOIS MORRISON:   We would have to go

18 back to talk to the individuals that ran that program.

19 That program ran in 1991/'92, I believe.  And the

20 individuals that initiated that program and implemented

21 have all since retired.

22                So we could go back and ask specifically

23 about those mercury vapours, but I cannot comment on --

24 I'm talking in generalities as -- some of the issues

25 that we ran into.  But specifically for those eight



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

2862

1 hundred (800) units, I -- I can't say specifically what

2 portion of those ran into that issue.

3                MS. DENISE PAMBRUN:   And Manitoba Hydro

4 hasn't seen fit since two (2) -- 1991, you said, '92,

5 to see if the -- those units could not be replaced

6 since then.

7                Is that correct?

8                MR. PAUL CHARD:   I -- I don't think we

9 can comment on where those lights are, and -- and

10 therefore what the circumstances are.  And -- and I

11 don't think that we're necessarily the right people to

12 be answering those -- those questions.

13                MS. DENISE PAMBRUN:   Are you telling me

14 you cannot identify the location of those over eight

15 hundred (800) luminaires?

16

17                       (BRIEF PAUSE)

18

19                MR. PAUL CHARD:   No, we are not able to

20 tell you where those are.

21                MS. DENISE PAMBRUN:   All right.

22

23                       (BRIEF PAUSE)

24

25                MS. DENISE PAMBRUN:   Mr. Chairman, I
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1 have provided Mr. -- Mr. Czarnecki, as well as Mr.

2 Hombach and the secretary, with copies of a sample City

3 of Winnipeg invoice so that we could just look at it

4 and -- in the hopes that it would illustrate some

5 questions that I have for the panel.

6                I believe that's going to be marked City

7 of Winnipeg -- and I -- there was no objection to my

8 marking it from Mr. Czarnecki, so if there's no

9 difficulties perhaps we could have it marked as City of

10 Winnipeg Exhibit 4.  I think we're on four (4).  Thank

11 you very much

12

13 --- EXHIBIT NO. CoW-4:     Sample of a City of

14                             Winnipeg invoice

15

16 CONTINUED BY MS. DENISE PAMBRUN:

17                MS. DENISE PAMBRUN:   I have provided

18 paper copies to the members of the panel and all the

19 members of the Hydro panel, as well.  Very well.

20                Now, let's just take a look at that

21 exhibit.  You see in the top right-hand corner it says,

22 "City of Winnipeg street and lane lighting," and it has

23 an account number.  And then it says, "Service location

24 at St. Boniface."  Do you see that?

25                And my understanding is that the City of
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1 Winnipeg receives seventeen (17) bills similar to this

2 one every month.  Are you -- can you confirm that?

3                MR. PAUL CHARD:   That's my

4 understanding as well.

5                MS. DENISE PAMBRUN:   All right.  If you

6 go to page 3 of the document or it says, "Page 2," but

7 it's actually the third page of the document.  Thank

8 you very much.

9                You can see a list there of what appear

10 to be descriptions of luminaires, so I'm just going to

11 take you to the first one.  It says:

12                   "175 watt multi -- mercury vapour

13                   exclusive."

14                Is that a correct interpretation of that

15 first line?

16                MR. PAUL CHARD:   Yes, it is.

17                MS. DENISE PAMBRUN:   All right.  And

18 then it says, "Billing quantity," in the first line,

19 "Four (4)," so that means four (4) luminaires in the

20 St. Boniface district of that particular type?

21                MR. PAUL CHARD:   Yes.

22                MS. DENISE PAMBRUN:   And then it shows

23 a rate, and then it shows the taxes and does the

24 calculation of the actual charge for those particular

25 luminaires.
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1                Is that correct?

2                MR. PAUL CHARD:   Correct.

3                MS. DENISE PAMBRUN:   Okay.

4

5                       (BRIEF PAUSE)

6

7                MS. DENISE PAMBRUN:   So is it fair to

8 say then that the basis for billing the City of

9 Winnipeg for area and roadway lighting for --

10 electricity for area and roadway lighting is based on

11 the number of luminaires that operate within the City

12 of Winnipeg?

13                MR. PAUL CHARD:   Yes.

14                MS. DENISE PAMBRUN:   Okay.  So the

15 luminaire  count is the billing determinate.  Is that

16 fair?

17                MR. PAUL CHARD:   That's fair.

18                MS. DENISE PAMBRUN:   Okay.  And if we

19 go to the information response provided by Hydro to the

20 City of Winnipeg -- if we could just, please, call up

21 City of Winnipeg/Manitoba Hydro-I-1(a)?

22

23                       (BRIEF PAUSE)

24

25                MS. DENISE PAMBRUN:   And you go to --
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1 starting at page 2 you can see that Manitoba Hydro has

2 provided the City with several pages, but this confirms

3 the seventeen (17) different bills received by the City

4 of Winnipeg.

5                Is that correct?

6                MR. PAUL CHARD:   That's correct.

7                MS. DENISE PAMBRUN:   And there are

8 seventeen (17) bills, and if you go to page 11 if you

9 could, thank you, you can see there are a number of

10 areas -- what appear to be a number of areas of the

11 City identified on that page.

12                You see that?

13                MR. PAUL CHARD:   Yes.

14                MS. DENISE PAMBRUN:   My understanding

15 is that Manitoba Hydro cannot provide the City with the

16 boundaries of any of those areas.

17                Is that correct?

18                MR. PAUL CHARD:   Not specifically, no.

19                MS. DENISE PAMBRUN:   All right.  And so

20 on each of the invoices, as we've seen from City of

21 Winnipeg Exhibit 4, we know that there are a certain

22 number of luminaires in each of the areas identified on

23 page 11 that we have on the screen before us.  But we

24 don't know the boundaries within which those -- that

25 count of luminaires can be identified.
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1                Is that correct?

2                MR. PAUL CHARD:   Correct.

3                MS. DENISE PAMBRUN:   So in fact it's

4 impossible to actually go out and do a physical count

5 to determine whether the count of luminaires on any of

6 those bills is accurate.

7                Is that right?

8                MR. PAUL CHARD:   Unless you were to do

9 it in a -- on an entire city basis, yes.

10                MS. DENISE PAMBRUN:   Correct.  Okay.

11

12                       (BRIEF PAUSE)

13

14                MS. DENISE PAMBRUN:   Now, what Manitoba

15 Hydro has provided the City with is a separate map.

16 And I have also provided this to Hydro counsel, Board

17 counsel, and the secretary is a document that is now

18 showing on your screen.  I would propose that be marked

19 as Exhibit City of Winnipeg 5.

20

21 --- EXHIBIT NO. CoW-5:     Manitoba Hydro map of

22                             customer service centres

23                             within the City of Winnipeg

24

25 CONTINUED BY MS. DENISE PAMBRUN:
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1                MS. DENISE PAMBRUN:   Are you familiar

2 with this document, sir?

3                MR. PAUL CHARD:   I can't say that I am.

4                MS. DENISE PAMBRUN:   Okay.

5                MR. PAUL CHARD:   I'm just trying to --

6 to make out -- it app -- it appears to be our -- by the

7 titles located in certain areas of the city it appears

8 to be a map of our customer service centres within the

9 city?

10                MS. DENISE PAMBRUN:   So Hydro has five

11 (5) customer service areas or districts in the City of

12 Winnipeg?

13                MR. PAUL CHARD:   I believe that's

14 correct.

15                MS. DENISE PAMBRUN:   All right.  Those

16 being West Kildonan, City Centre -- I'm sorry.  The

17 West Kildonan, City Centre, Keewatin, St. Boniface, and

18 River East.

19                Is that right?

20                MR. PAUL CHARD:   So I'm sorry.  This

21 map -- this map must be out of date because I do not

22 believe West Kildonan is currently considered a -- one

23 (1) of the districts.

24                MS. DENISE PAMBRUN:   All right.

25                MR. PAUL CHARD:   So we have Keewatin,
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1 Fort Garry, which does not appear on this map, St.

2 Boniface, City Centre, and River East.

3                MS. DENISE PAMBRUN:   And you'd agree

4 with me that this map does not assist us in determining

5 or in matching up to the seventeen (17) invoices that

6 we looked at or the -- the list of seventeen (17) areas

7 that we just looked at a few minutes ago, does it?

8                MR. PAUL CHARD:   No, it would not.

9                MS. DENISE PAMBRUN:   Okay.

10

11                       (BRIEF PAUSE)

12

13                MS. DENISE PAMBRUN:   So the information

14 that -- that is available to the City of Winnipeg as

15 received in the bills that it receives and -- and we've

16 looked at a sample in Exhibit City of Winnipeg-4.  You

17 can't give us any boundaries.  We might be able to go

18 out and do a count on a city-wide system.

19                Has Hydro ever done that count on a

20 city-wide system to determine the accuracy of the

21 information that are contained in these invoices?

22                MR. PAUL CHARD:   I don't believe we

23 have.

24                MS. DENISE PAMBRUN:   Okay.   And it is

25 the data contained in these invoices on which Hydro
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1 relies for billing the City of Winnipeg?

2                MR. PAUL CHARD:   Yes, it is.

3

4                       (BRIEF PAUSE)

5

6                MS. DENISE PAMBRUN:   Now, if we go to

7 your information response -- Information Request

8 response in Round Two, 2(a).

9

10                       (BRIEF PAUSE)

11

12                MS. DENISE PAMBRUN:   And particularly

13 you talk in (a) about an Intensive Asset Data Capture

14 Program.  The program, and I'm quoting:

15                   "The program used third-party

16                   contractors to inventory Manitoba

17                   Hydro's wood pole and streetlight

18                   assets.  It included GPS informati --

19                   information and the wattage of

20                   lights, fixed a bar code to each pole

21                   and streetlight standard.  And this

22                   information was entered into Manitoba

23                   Hydro's GIS system, geographic

24                   information system."

25                I take it you have quite a lot more
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1 confidence in that data than you have in the

2 information that is contained in the invoices that are

3 sent to the City of Winnipeg each month.

4                Is that correct?  Your mic is not on, I

5 believe.

6                MR. PAUL CHARD:   The data from the data

7 capture program, I think I would agree I would have

8 higher confidence in.  That's not to say that I don't

9 have confidence in the information -- or the -- the

10 information that the billings are based on.

11                So I think it was in a different IR that

12 we answered that the bills are based on service orders,

13 both connects and disconnect forms, that are sent to

14 our billing department and then maintained.

15                Now, the -- ideally, from time to time,

16 I think we would do an inventory or something like that

17 to -- to reconcile it.  But I -- I just want to make

18 the point that I don't -- I don't have -- that the --

19 the information in the billing system isn't -- it has a

20 basis, and it is the best basis that we have.

21                The -- the information in terms of this

22 data capture program should be more complete.  We

23 haven't had a chance to evaluate it yet to -- to test

24 that, but my -- my expectation would be that it would

25 be more complete and that we would ultimately like to
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1 move to a system where we are basing our billing based

2 on information that is found in our GIS system.

3                MS. DENISE PAMBRUN:   Well, let's go

4 back to that.  My question to you a minute ago was:

5 Has Manitoba Hydro ever gone and done any kind of check

6 of the information in your billing system, and your

7 answer was no.

8                Now you're telling me that you have some

9 kind of system based on service requests that you rely

10 on to verify the accuracy of what's in the billing

11 system?

12                MR. PAUL CHARD:   So you asked me if we

13 had done a check of what was in our billing system.

14 What I've just described to you is the way the

15 information gets into our billing system in the first

16 place.

17                MS. DENISE PAMBRUN:   All right.

18                MR. PAUL CHARD:   So I wouldn't

19 characterize that as a check.  That is our billing

20 system.

21                MS. DENISE PAMBRUN:   So how did the

22 information get into your billing system in the first

23 place?

24                MR. PAUL CHARD:   Well, there is a

25 variety of ways.  There was an IR that referred to the
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1 -- what happened at the time of the City of Winnipeg --

2 or the City of Hydro -- Winnipeg Hydro acquisition.  So

3 there was information that was provided to us by

4 Winnipeg Hydro at the time.

5                MS. DENISE PAMBRUN:   When was that?

6                MR. PAUL CHARD:   When was that

7 information provided?

8                MS. DENISE PAMBRUN:   (NON-VERBAL

9 RESPONSE)

10

11                       (BRIEF PAUSE)

12

13                MR. PAUL CHARD:   September 2002.  For

14 other parts of the city that Manitoba Hydro had always

15 served, the -- the process that I describe of service

16 disconnects and connects is what was in place prior to

17 that.

18                MS. DENISE PAMBRUN:   All right.  So

19 when would that data have been collected?

20                MR. PAUL CHARD:   That would have been

21 collected when lights were connected and disconnected--

22                MS. DENISE PAMBRUN:   Right.

23                MR. PAUL CHARD:   -- over time.

24                MS. DENISE PAMBRUN:   And do you have

25 any information as to when Winnipeg Hydro collected the
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1 data that was provided, then forwarded on to you, when

2 the City of Winnipeg sold Winnipeg Hydro to Manitoba

3 Hydro?

4                MR. PAUL CHARD:   No, I do not.

5                MS. DENISE PAMBRUN:   Possibly it was

6 when that put in place originally, same as in other

7 parts of the city.

8                MR. PAUL CHARD:   Quite likely, yes.

9                MS. DENISE PAMBRUN:   Are you aware of

10 any efforts on the part of either of those utilities to

11 go out and check or update its records throughout any

12 time in its corporate history, either of their

13 respective corporate histories?

14

15                       (BRIEF PAUSE)

16

17                MR. PAUL CHARD:   No, we're not aware of

18 any audits.

19                MS. DENISE PAMBRUN:   So what you're

20 relying on is the original data at the time of original

21 installation, some of this probably going back decades,

22 without ever having any kind of inventory or audits.

23 And that is the basis for your billing system.

24                Is that correct?

25                MR. BRENT CZARNECKI:   Mr. Chairman,
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1 just a -- a quick interruption.  At the time of the

2 purchase of Winnipeg Hydro, we also would have relied

3 upon representation --

4                MS. DENISE PAMBRUN:   Mr. Chairman, I

5 don't think it's really appropriate for Mr. Czarnecki

6 to try to assist his witness in answering this

7 question.  I think the witness is capable of answering

8 it without assistance from counsel.

9                MR. BRENT CZARNECKI:   There's --

10 there's just -- and if I may, there's a difference from

11 a legal perspective whether -- her question is very

12 specific to any audits that Mr. Chard or anyone at

13 Hydro was aware of, and I'm comfortable with him

14 answering that.  But I do think it is important that we

15 were also relying upon the represe --

16                MS. DENISE PAMBRUN:   Excuse me, Mr.

17 Chairman, this is not about a legal issue.  This is a

18 factual question that's been put to the witness.  I

19 really think it would be best if Mr. Czarnecki did not

20 try to give evidence on behalf of his client by trying

21 to portray this now as a legal issue.

22                THE CHAIRPERSON:   Can you hold your

23 question?  I'd like to hear from Mr. Czarnecki, please.

24                MS. DENISE PAMBRUN:   Certainly.

25                MR. BRENT CZARNECKI:   As part of the
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1 sale there was representation and warranties that were

2 made on a variety of issues, including the City of

3 Winnipeg street lights.  So there may not have been

4 formal audits that Hydro was aware of, but at the time

5 of purchase there was a number that was given to us.

6                So we haven't gone back to the early

7 1900s or -- since to -- to verify that, but my point is

8 simply this.  That we were relying on the information

9 that provided to Manitoba Hydro form the City of

10 Winnipeg as being represented as accurate.

11                So from that point on, you know, we

12 could do a variety of things.  And I think Mr. Chard is

13 explaining that.  When new poles -- new poles or lights

14 come into the system we go from there.  But our

15 baseline was from what information was provided

16 directly from the City of Winnipeg as part of the due

17 diligence of the purchase of the City of -- or Winnipeg

18 Hydro from the City.

19                So I do think it's important to note

20 when we're asking about the record keeping and the

21 history of that.

22                THE CHAIRPERSON:   Thank you, Mr.

23 Czarnecki.  Could you resume your questioning, please?

24                MS. DENISE PAMBRUN:   Am I entitled to

25 cross-examine Mr. Czarnecki on the answer that he's
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1 provided on behalf of the Corporation?

2                THE CHAIRPERSON:   Oh, I don't think

3 that's necessary.  Just please address your questions

4 to Mr. Chard, please.

5

6 CONTINUED BY MS. DENISE PAMBRUN:

7                MS. DENISE PAMBRUN:   Mr. Chard, are you

8 adopting the answer of your counsel so that I can

9 cross-examine you on the answer that he's provided

10 because there's a lot of factual information on there

11 on which I'd like to cross-examine?

12                MR. PAUL CHARD:   I may not be familiar

13 with the details, but...

14                MS. DENISE PAMBRUN:   Right.  Have you

15 reviewed the agreement between Winnipeg Hydro --

16 between the City of Winnipeg and Manitoba Hydro on the

17 sale of Winnipeg Hydro?

18                MR. PAUL CHARD:   Not for a very long

19 time.

20                MS. DENISE PAMBRUN:   Right.  Are you

21 familiar with the exact provisions that made

22 representations to Manitoba Hydro about the quantity of

23 luminaires?

24                MR. PAUL CHARD:   No, I am not.

25                MS. DENISE PAMBRUN:   I'm going to
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1 suggest to you, sir, that there are no such

2 representations.  Do you agree with me?

3                MR. PAUL CHARD:   Well, I won't agree

4 with you.  But I do know that there was a separate

5 agreement related to street lighting that was done af -

6 - I believe after the sale.

7                MS. DENISE PAMBRUN:   Right.  And in

8 that agreement I'm going to suggest to you there were

9 no representations as to the quantity of luminaires

10 that were being transferred from the City of Winnipeg

11 Hydro to Manitoba Hydro.

12                Do you agree with me?

13                MR. PAUL CHARD:   I'm not in a position

14 to agree with you.

15                MS. DENISE PAMBRUN:   Mr. Czarnecki, do

16 you care to comment?

17                MR. BRENT CZARNECKI:   No.  But we can

18 undertake to check if you want any specific details,

19 but that is the due diligence I was speaking of.  The -

20 - there was a closing date.  And then there was

21 agreements to be worked out after the fact between the

22 parties on how these bills came to be.

23                If you want us to undertake to look back

24 at those agreements, we're -- we're happy to do that.

25                MS. DENISE PAMBRUN:   I'm quite
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1 satisfied with the answers of the witnesses.  It's just

2 if you think there's something different, you're

3 obviously quite prepared to put it forward and I have

4 no problem with it.  My point being that any

5 representations made by the City of Winnipeg do not

6 include any representations as to the number of

7 luminaires that were transferred.

8                THE CHAIRPERSON:   I think it would be

9 worthwhile checking.  If you could undertake to do

10 that, that would be appreciated.

11                MR. BRENT CZARNECKI:   We will do that,

12 Mr. Chairman.

13

14 --- UNDERTAKING NO. 58:    Manitoba Hydro to check the

15                             agreement with Winnipeg

16                             Hydro for representations

17                             as to the quantity of

18                             luminaires that were being

19                             transferred from the City

20                             of Winnipeg Hydro to

21                             Manitoba Hydro

22

23                MR. PAUL CHARD:   I believe there was a

24 question related to -- in the question that you were

25 asking there was an inference that some of these
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1 records could go back to the 1900s.

2

3 CONTINUED BY MS. DENISE PAMBRUN:

4                MS. DENISE PAMBRUN:   I'd said decades.

5                MR. PAUL CHARD:   Decades, oh.  And I

6 just wanted to point out that the system of in and out

7 of service connect and disconnect, over time, lights

8 have a lifespan and they are replaced, so we're taking

9 one (1) light out of service, putting another one in.

10 In new areas, of course, we're only doing a connection.

11                So the -- the records that are relied on

12 for billing relate to the connects -- or the -- the

13 connections that occurred at the time that the plant

14 was installed.

15                MS. DENISE PAMBRUN:   And how long do

16 some of these lights last?  What is their lifespan?

17

18                       (BRIEF PAUSE)

19

20                MR. PAUL CHARD:   I'm not aware

21 specifically of that.

22                MS. DENISE PAMBRUN:   Some of them can

23 last decades, can't they?

24                MR. PAUL CHARD:   I think if you're --

25 if -- if by 'decades', you mean twenty (20) years,



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

2881

1 sure.

2                MS. DENISE PAMBRUN:   All right.

3

4                       (BRIEF PAUSE)

5

6                MS. DENISE PAMBRUN:   Your GIS system,

7 it not only would have a count of the number of

8 luminaires, but also of the wattage?

9                Is that correct?

10                MR. PAUL CHARD:   So the GIS system

11 collects various information about the attributes of

12 our distribution system in general, and at various

13 times when work is done, when a plant is newly

14 installed, it will be updated to include information

15 such as in the case of street light wattage.

16                The -- the point I think I was making

17 earlier was that the GIS system is a distribution asset

18 management system, and it was not designed to be a

19 billing system or a system on which we could rely on

20 for billing.  So there may be wattage information in

21 the GIS system, but we -- we may or may not be able to

22 rely on it for billing.  And I, quite frankly, would

23 prefer to do more work before we started to rely on it

24 for billing.

25                MS. DENISE PAMBRUN:   It also has
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1 information as to the type of luminaire, whether it's

2 HPS or LED or -- well, I guess you don't have many LEDs

3 yet, but LED, or whatever?

4                MR. PAUL CHARD:   Yes, it does,

5 including the few LEDs that are --

6                MS. DENISE PAMBRUN:   I guess it does

7 have a few.  And whether it's on a shared or exclusive

8 pole?

9                MR. PAUL CHARD:   There is a -- a place

10 to capture shared or exclusive in the database.

11                MS. DENISE PAMBRUN:   Right.  So, in

12 fact, it has all the information necessary to -- which

13 identifies the unit for billing purposes?

14                MR. PAUL CHARD:   So this is a really

15 good example of why I would hesitate to bill based on

16 the GIS system right now.  When we look at the GIS

17 system, in certain places, at least -- and what we need

18 to do is -- is go through all of the places where this

19 information could reside.

20                When we look in certain places in the --

21 in the shared or exclusive category, there are three

22 (3) possible selections for the person entering that

23 object into the GIS database, shared, exclusive, and

24 unknown.  And so when we have run certain reports, we

25 come up with a large number of unknowns.  So could I
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1 bill based on unknown?  No, I can't.

2                MS. DENISE PAMBRUN:   So you're telling

3 me the GIS system is unreliable for billing purposes?

4                MR. PAUL CHARD:   At this stage, yes,

5 but we would like to do work to make it so that it

6 could be used for billing.

7                MS. DENISE PAMBRUN:   Right.  I'm going

8 to suggest to you that your existing system is pretty

9 unreliable for billing purposes, as well.

10                I take it you don't agree with me?

11                MR. PAUL CHARD:   You're correct, I

12 don't agree with you.  I think it is definitely the

13 best information we have.

14                MS. DENISE PAMBRUN:   I'm not

15 disagreeing it's the best information you have.  I'm

16 still suggesting it's unreliable for billing purposes.

17                Do you -- do you disagree with me?

18                MR. PAUL CHARD:   I don't represent that

19 it's 100 percent accurate, but I -- from the little

20 bits of information that I've seen, I have confidence

21 that it -- there is a high degree of accuracy in the

22 billing system.

23

24                       (BRIEF PAUSE)

25
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1                MS. DENISE PAMBRUN:   In any event,

2 you've told the City of Winnipeg through an IR that you

3 have not used the GIS system to cross-reference, or to

4 check against the billing system.

5                Is that correct?

6                MR. PAUL CHARD:   Yes, I believe we've

7 said that that is future work that we intend to do.

8                MS. DENISE PAMBRUN:   All right.

9

10                       (BRIEF PAUSE)

11

12                MS. DENISE PAMBRUN:   Is it fair to say

13 that your intensive distribution asset data capture

14 program is an ongoing project, or is that complete?

15                MR. PAUL CHARD:   No, it's complete.

16 And it was not designed specifically to capture street

17 light information.

18                MS. DENISE PAMBRUN:   It was for all

19 your assets?

20                MR. PAUL CHARD:   It was for all wood

21 poles and luminaires.

22                MS. DENISE PAMBRUN:   And what process

23 is used to ensure that the GIS information remains

24 current when poles are added or removed?

25                MR. PAUL CHARD:   This is not my area of
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1 direct expertise, but it's very similar to the -- the

2 lighting connect and disconnect order.  There's the

3 information recorded by the field worker that is

4 transferred to the GIS section in our distribution

5 management area. MS. DENISE PAMBRUN:   Now, you've

6 given information about the conversion to LED lights in

7 response to a -- an Information Request by PUB counsel

8 in the I-49(d).  So that's PUB/MH-I-49(d).

9

10                       (BRIEF PAUSE)

11

12                MS. DENISE PAMBRUN:   And in this LED --

13 I'm sorry.  In this IR, you've indicated that Hydro

14 plans to convert a hundred and thirty thousand

15 (130,000) roadway lights to LED over a seven (7) year

16 period, but the number of lights to be converted in the

17 first year was lower than projected.  And I believe we

18 heard a little information about this to the tune of

19 about $5.5 million lower than expected.

20                Is that correct?

21                MS. LOIS MORRISON:   That is correct.

22                MS. DENISE PAMBRUN:   There was also

23 some information about in the second year of the

24 project, there was some catch up.

25                Has there been a complete catch up or
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1 not entirely?

2                MS. LOIS MORRISON:   We are just

3 beginning the second year of the program.  We are -- we

4 have now crews deployed.  We have con -- we have

5 entered into contracts with a -- a labour provider to

6 do the actual conversions and those trucks are rolling,

7 and we have purchased or entered into a contract to

8 purchase lights to supply both the conversion program

9 and all new developments.

10                MS. DENISE PAMBRUN:   And I take it you

11 still plan to complete the conversion by 2021, or some

12 time in 2021, if not a little bit later?

13                Is that right?

14                MS. LOIS MORRISON:   Our plan is still

15 to convert it within the original seven (7) year

16 period, so now we anticipate doing it within the

17 remaining six (6).

18

19                       (BRIEF PAUSE)

20

21                MS. DENISE PAMBRUN:   Is it fair to say

22 that -- I think your -- your previous answer, sir, was

23 that you were hoping at some stage to be able to use

24 the GIS system either to check against the current

25 billing system or to -- as a basis for the current
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1 billing system.

2                Is that correct?

3                MR. PAUL CHARD:   I -- correct.

4                MS. DENISE PAMBRUN:   Is it your plan to

5 wait until the LED Conversion Program is complete

6 before that is anticipated to happen, that is, 2021 or

7 thereabouts?

8                MR. PAUL CHARD:   No, not necessarily.

9 That's one (1) possibility, because we are undertaking

10 a number of things through the LED Conversion Program

11 to ensure that we're capturing the information that the

12 light's being taken out, the light's being installed,

13 the classification of the -- the lights, those sorts of

14 things.  However, what we want to undertake before then

15 is -- I -- I had -- I had described that there's places

16 within the GIS system where information can reside.

17                And so what we've come to realize is

18 that while we've been focussed on one (1) area where --

19 where the information was incomplete, that by mapping

20 much of this information together, we may be able to --

21 to come up with a -- a much more accurate picture of

22 things.  And we think that -- or if we're successful on

23 that, there will no doubt need to be some field work

24 done to verify things that don't match.  But if we are

25 successful in that, we would be able to do that before
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1 -- before the expiry of the LED Program.

2                MS. DENISE PAMBRUN:   Do you have a time

3 frame in mind for that?

4                MR. PAUL CHARD:   The work on that is

5 really just beginning.  So I -- I don't have a time

6 frame set.

7                MS. DENISE PAMBRUN:   Can I direct you

8 to page 3 of Information Request response City of

9 Winnipeg/MH-II-1(a) to (d)?

10

11                       (BRIEF PAUSE)

12

13                MS. DENISE PAMBRUN:   Thank you very

14 much.  This chart summarizes the lighting presented --

15 proposed -- the conversion proposed from existing

16 lighting to LEDs.  I take it through this response that

17 it is ultimately Manitoba Hydro's plan to replace

18 pretty much all existing lighting with LEDs eventually?

19                Is that correct?

20                MS. LOIS MORRISON:   Where there's an --

21 an equivalent LED available that will meet the lighting

22 requirements, yes.

23                MS. DENISE PAMBRUN:   Very well.  My

24 understanding as well is that LEDs are generally more

25 efficient than HPS, so that a higher wattage HPS can be
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1 adequately replaced with a lower-wattage LED.

2                Is that your understanding?

3                MS. LOIS MORRISON:   Yes.  LED lights

4 are about -- approximately 40 percent more energy

5 efficient.  It does vary based on the lighting -- the

6 level of lumens required and the technology being

7 installed.  There's some slight devia -- differences

8 between different manufacturers and such, but generally

9 speaking, they're about 40 percent more efficient.

10                MS. DENISE PAMBRUN:   Maybe you can

11 answer one (1) question for me that confused me in this

12 table.  If you go down in this table, one (1), two (2),

13 three (3), four (4) -- the fifth row shows a 250 watt

14 HPS, exclusive and shared.  It is proposed it'd be

15 replaced with a 150 watt LED cobra head type 2 or 3.

16                Do you see that one?

17                MS. LOIS MORRISON:   Yes.

18                MS. DENISE PAMBRUN:   And then you go

19 down another one (2), two (2), three (3), four (4),

20 five (5), six (6), seven (7), eight (8), nine (9) --

21 about nine (9) more, and you can see that the 250 watt

22 mercury vapour, exclusive and shared, is proposed to be

23 replaced by what appears to be the same type of LED.

24                Do you see that one?

25                MS. LOIS MORRISON:   Yes.
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1                MS. DENISE PAMBRUN:   My understanding

2 is that a mercury vapour would have been quite a lot

3 less efficient than an HPS, and yet you're proposing to

4 replace it with the same type of LED.

5                Is there an explanation for that you can

6 provide me?

7                MS. LOIS MORRISON:   Because both units

8 are 250 watt luminaires.

9                MS. DENISE PAMBRUN:   Yes, but the

10 mercury vapour would be quite a bit less --

11                MS. LOIS MORRISON:   A 250 watt

12 luminaire, and the HPS is a 250 watt luminaire.  The

13 difference would be in terms of...

14                MS. DENISE PAMBRUN:   The -- the two

15 hundred and fifty (250) mercury vapour would be less

16 efficient than the HPS, and probably would be replaced

17 by a -- a lower-wattage HPS.  So I'm not sure why they

18 both would be replaced by the same wattage of an LED.

19                MS. LOIS MORRISON:   I will have to

20 check.  My thoughts are that the lumen outputs should

21 be different between the two (2), but we will get back

22 to you on the difference between those.

23                MS. DENISE PAMBRUN:   Thank you very

24 much.

25
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1                       (BRIEF PAUSE)

2

3                MS. DENISE PAMBRUN:   Okay.  And then --

4 sorry.

5

6                       (BRIEF PAUSE)

7

8                MS. LOIS MORRISON:   I've received some

9 technical support, and I'll put my caveat out there

10 again that I am not an engineer, and I will attempt to

11 translate.  From what I understand, the 250 watt HPS

12 and the 250 watt mercury vapour, there was a slight

13 difference in terms of lumen output.

14                However, when we upgraded to the two

15 hundred (200) -- to the HPS, we increased lighting

16 levels.  And what we're doing now is attempting to

17 standardize lighting levels.  And so, going forward, we

18 would be moving forward with this LED equivalent, and

19 we would be providing a similar lighting level.

20                MS. DENISE PAMBRUN:   So it's possible

21 that the mercury vapour light was just not as well lit,

22 and we're trying to increase the lighting to, really,

23 what the two hundred and fifty (250) HPS was at, and

24 that would be an equivalent LED?

25
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1                       (BRIEF PAUSE)

2

3                MS. LOIS MORRISON:   We will -- we are

4 attempting to standardize the inventory that we have in

5 place.

6                MS. DENISE PAMBRUN:   Oh, I see.

7                MS. LOIS MORRISON:   And so it will

8 provide a  higher lumen output, but it will -- it'll

9 provide more consistency.

10                MS. DENISE PAMBRUN:   All right.  Thank

11 you very much.  Now, I'm going to ask you to go to

12 Round II of City of Winnipeg Information Response 4(a)

13 to (i), and page 4.  Thank you.  Now, I need a little

14 help with this.  If you go a little bit -- actually,

15 that's perfect -- if you go to the column that says,

16 "400 watts 2/100 feet," and then, "4/100 feet."

17                Can you explain to me what that's all

18 about?  I just don't understand what that -- what those

19 rates relate to.  Can you help me there?

20

21                       (BRIEF PAUSE)

22

23                MR. GREG BARNLUND:   Yes.  Those would

24 be hundred foot poles.  The four (4) 400 watt/2 means

25 that there's two (2) 400 watt lights on that pole.
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1 There would be four (4) 400 watt lights on the -- the

2 other item in the line below.

3                MS. DENISE PAMBRUN:   Okay.  And that's

4 to meet the national standards -- there's a certain

5 amount of light that's required under the national

6 standards.

7                Is that right?

8                MS. LOIS MORRISON:   Those would

9 represent lights that we would install at major

10 intersections, such as at -- where you may have

11 highways intersecting with major roadways, so where you

12 need a much higher level of light output.

13                MS. DENISE PAMBRUN:   All right.  Now,

14 if you go to the right-hand side, the columns of

15 dedicated -- estimated direct O&M and dedicated capital

16 costs, that's the only item for those two (2) that has

17 a different rate.

18                Can you tell me why those costs are so

19 much higher for those two (2) items?  You can see it's

20 twenty-seven eighty-six (2,786) for the 400 watt two

21 (2) for 100 foot pole, and the 400 one, four (4) per

22 hundred foot pole is seventeen seventy-two (1,772).

23                MR. GREG BARNLUND:   Yeah.  So there's a

24 couple factors at play here.  One (1) of them is that

25 these rates recover not just the cost of the light, but
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1 the cost of the poles being installed.  So a hundred-

2 foot pole is a significantly different item to purchase

3 and install than the other lamp standards we're

4 speaking of.

5                And I believe the difference between the

6 two (2) also accounts for the fact that they may be

7 billed slightly differently.  In other words, that if

8 there's two (2) units per pole versus four (4) units

9 per pole, that these costs are actually divided a

10 little bit differently in that respect.

11                MS. DENISE PAMBRUN:   Okay.

12

13                       (BRIEF PAUSE)

14

15                MS. DENISE PAMBRUN:   All right.  And

16 let's talk about the actual method of calculating the

17 proposed rates for LEDs.  And if you go to Appendix 6.1

18 -- 6.13 of the application, there is an explanation on

19 page 3.

20

21                       (BRIEF PAUSE)

22

23                MS. DENISE PAMBRUN:   And I'm just going

24 to walk through this.  First, my understanding of the

25 process is this -- let's do this one step at a time.
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1 First, you identify the wattage of the LED light that

2 will replace each existing light, be it HPS or mercury

3 vapour.

4                Is that right?

5                MR. GREG BARNLUND:   Yes.  At a high

6 level, what we were doing was taking an existing rate,

7 which recovered plant costs, operating costs, and

8 energy costs, and then by identifying the wattage of

9 the -- of the fixture, we would then back out the

10 respective energy cost for HPS and replace that with

11 the comparable energy cost of an LED.

12                MS. DENISE PAMBRUN:   So you're

13 comparing the LED cost to the HPS cost?

14                MR. GREG BARNLUND:   We're comparing the

15 cost of energy consumed by a less efficient fixture

16 with the cost of energy consumed by a more efficient

17 fixture.

18                MS. DENISE PAMBRUN:   And the less

19 efficient fixture you've identified as the HPS

20 luminaire?

21                MR. GREG BARNLUND:   Yes, that's

22 correct.

23                MS. DENISE PAMBRUN:   Although not all

24 of the luminaires that are currently in place are HPS

25 luminaires?
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1                MR. GREG BARNLUND:   We use the -- the

2 luminaires that we had in our rates -- in our existing

3 rate schedules that were approved and we looked at what

4 would be a representative LED light that would be

5 replacing that, yes.

6                MS. DENISE PAMBRUN:   All right.  So

7 then you derive the annual savings per light replaced?

8                MR. GREG BARNLUND:   Yes.  So what we

9 would do then, is -- is determine -- we would know the

10 amount of energy that an HPS would be expected to

11 consume.  We would cost that out at an energy cost that

12 was produced in our cost of service study and updated

13 for whatever revenue increases would be appropriate.

14                That produced the -- the amount that we

15 are extracting from that rate, which would leave the

16 rest of the costs to be recovered for that fixture,

17 everything else but energy.  Then we would take and

18 look at the energy requirements of a representative LED

19 fixture that would be used in place of that, take that

20 same cost of service energy cost that we had derived,

21 and then multiply that by the wattage of the LED

22 luminaire, and then add that back into the rest of the

23 -- the rate that was -- that was there.

24                MS. DENISE PAMBRUN:   All right.  So

25 your proposed rate for LEDs is based -- has its



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

2897

1 starting point the current rates for HPS.

2                Is that correct?

3                MR. GREG BARNLUND:   Yes, and there's a

4 good reason for that.  We have no information available

5 to us at the outset of the program in terms of, for

6 example, the cost of all of the LED fixtures, of all

7 the different types of fixtures.

8                We also -- an LED fixture will have a

9 different lifespan.  It has a longer life than an HPS

10 light, so it will depreciate differently, so the

11 depreciation costs will be different.  It's expected

12 that the operating and maintenance costs are lower for

13 a LED light than they are an HPS light, and those will

14 be known over time.

15                With every year that we progress through

16 the installs, our plant records and our costs will be -

17 - will be recorded as we go through the seven (7) years

18 of the program.  At the end of the seven (7) years of

19 the program, we'll have replaced virtually all of the

20 obsolete technology with LED technology, and that will

21 be recorded in our plant records at book value at what

22 it cost us to install those.

23                And we will know what the appropriate

24 life of those assets are, and we'll be setting

25 depreciation rates based on those appropriate lives.
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1 And so the costs over that period of time will change

2 from year to year.  And we'll know at the end of seven

3 (7) years what the cost of the area and roadway

4 lighting sector is, but we will updating that data

5 annually as we produce a new cost of service study each

6 year.

7                MS. DENISE PAMBRUN:   So since you're

8 basing this as -- your starting point is the current

9 HPS rates, you are assuming that your current rates are

10 fair vis-a-vis each other, isn't that right, if you

11 want the new rates to be fair vis-a-vis each other?

12                MR. GREG BARNLUND:   The rates for area

13 and roadway lighting categories have been reviewed and

14 approved and found just and reasonable by this Board

15 for years.

16                MS. DENISE PAMBRUN:   You are assuming

17 that the current rates for HPS are fair vis-a-vis each

18 other, isn't that right?

19                MR. GREG BARNLUND:   We're assuming that

20 they reasonably representative of the differences in

21 cost between the different sizes of luminaires.

22                MS. DENISE PAMBRUN:   And that's because

23 they're based on the current cost-of-service study,

24 correct?

25                MR. GREG BARNLUND:   It's -- it -- they



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

2899

1 are based on the -- the differentials that we

2 determined years ago --

3                MS. DENISE PAMBRUN:   Right.

4                MR. GREG BARNLUND:   -- between the

5 costs of the various types of lighting and luminaires.

6                MS. DENISE PAMBRUN:   '89 and '90.  Is

7 that correct?

8                MR. GREG BARNLUND:   True, it's been a

9 while.

10                MS. DENISE PAMBRUN:   Right.  And in

11 that study there were no LEDs.

12                Is that correct?

13                MR. GREG BARNLUND:   Admittedly there

14 was no LEDs at that point in time.

15                MS. DENISE PAMBRUN:   Right.  And in

16 fact in that study the mercury vapour lights were --

17 represented about 75 percent of the inventory.

18                Isn't that right?

19                MR. GREG BARNLUND:   Yes, the HPS

20 Program was just getting underway at that point in

21 time.

22                MS. DENISE PAMBRUN:   And you said

23 yourself that you don't have any costs with -- for

24 LEDs.  You don't know their lifespan, you don't know

25 their maintenance costs.  There's a lot of things you
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1 don't know yet.

2                Isn't that right?

3                MR. GREG BARNLUND:   Well, and the costs

4 right now are essentially almost nil because we've

5 installed very few of these.  Right.

6                MS. DENISE PAMBRUN:   Right.

7                MR. GREG BARNLUND:   So it's not

8 actually appropriate for us to be speculating on what

9 those costs would be and trying to impute something in

10 the cost study based on forecast costs because we have

11 less than a thousand units, or perhaps a thousand units

12 in service.

13                MS. DENISE PAMBRUN:   And then you --

14                MR. GREG BARNLUND:   The effect is very

15 small, I should say.

16                MS. DENISE PAMBRUN:   And then you

17 talked about updating your cost-of-service study every

18 year.  That, of course, would be ideal, but perhaps not

19 practical.

20                Do you agree with that?

21                MR. GREG BARNLUND:   No, we do that.  I

22 mean, we do a cost-of-service study every year.  And as

23 plant is added there will be the direct assignment of

24 costs to the area and roadway lighting class

25 appropriate to the facilities that have been installed.
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1 That happens every year anyhow.  We replace hundreds of

2 streetlights every year.  The lights that are taken out

3 of service are less expensive than the ones we put into

4 service.

5                MS. DENISE PAMBRUN:   I'm talking about

6 an allocation of costs for purposes of rate setting.

7                MR. GREG BARNLUND:   And that's what I'm

8 speaking of.  I'm saying that happens anyhow when you

9 replace existing facilities.

10                MS. DENISE PAMBRUN:   Right.

11                MR. GREG BARNLUND:   An old HPS may have

12 cost you ten dollars ($10).  The one (1) we replace it

13 with now costs us fifteen (15).  Well, that gets

14 reflected in our cost structure every year.  And when

15 we do a cost-of-service study we can then allocate

16 those costs to the area and roadway lighting class.

17 And basically those costs are -- are reasonably

18 captured in the study and are reasonably reflected in

19 the $23 million that are the costs associated with the

20 area and road -- roadway lighting class.

21                MS. DENISE PAMBRUN:   Well, you've got

22 me confused.  Because I understood the last one (1)

23 done for area and roadway lighting, for instance, was

24 '89/'90.

25                MR. GREG BARNLUND:   Oh, this is -- no,
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1 this is a good point to be clear on.

2                MS. DENISE PAMBRUN:   Yes.

3                MR. GREG BARNLUND:   There's really two

4 (2) cost studies we're speaking of here.

5                MS. DENISE PAMBRUN:   M-hm.

6                MR. GREG BARNLUND:   Okay.  So the cost

7 study that I'm referring to is what we call the

8 prospective cost-of-service study --

9                MS. DENISE PAMBRUN:   Right.

10                MR. GREG BARNLUND:   -- for the

11 Organization -- for Manitoba Hydro, the Corporation.

12 And what we do is every year we take a look at, you

13 know, $1.8 billion worth of costs and we determine how

14 those are allocated out to each of the classes.  And --

15 and area and roadway lighting is one (1) of the

16 classes.

17                So there will be an allocation that

18 comes to the class that includes an allocation of -- of

19 common costs for generation and transmission and sub-

20 transmission.  There will also be a direct assignment

21 of some 6 or $7 million worth of costs to the area and

22 roadway lighting class which are the depreciation,

23 finance expense, and direct O&M costs associated with

24 street lighting itself.  So those are allocated to the

25 -- to the class.  The study we referred to from 1989
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1 and 1990 was used only to really differentiate the

2 rates between a 10 watt, a 40 watt, and a hundred-watt

3 bulb.

4                MS. DENISE PAMBRUN:   Right.  And that's

5 the one (1) I'm talking about.

6                MR. GREG BARNLUND:   Sure, sure.

7                MS. DENISE PAMBRUN:   Right.  And so

8 what I'm saying is, is that your current -- your

9 proposed rates will not be fair as between the

10 different types of luminaires unless your current ones

11 are fair between the -- themselves.

12                Isn't that right?

13                MR. GREG BARNLUND:   Which I think is --

14 I think there were reasonably -- that the existing

15 differentiation between those rates is reasonable.

16                MS. DENISE PAMBRUN:   But you have no

17 data on which to base that because the last study was

18 done twenty-five (25) years ago and at that time it

19 didn't even contain most of the lighting that you're

20 proposing to put into place over the next seven (7).

21                MR. GREG BARNLUND:   Well, I mean, I --

22 there's another factor that can't be overlooked here.

23 And we spoke earlier, the City of Winnipeg basically

24 being billed for 50 percent or half of the cost of the

25 area roadway light -- righting -- lighting class.  If
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1 you think that -- that the City of Winnipeg is

2 reasonably representative in terms of its lighting mix

3 of all customers then the differences in allocation

4 between a 40 watt fixture and a 70 watt fixture, you

5 know, are not all that significant.

6                The City of Winnipeg is going to pick up

7 the lion's share of the cost for that class whether

8 they're -- whether you're paying it through the 40 watt

9 fixture or the hundred-watt fixture.  You know, I mean,

10 one (1) other way to do this is we could si -- simply

11 flat bill.

12                MS. DENISE PAMBRUN:   Well, we're not

13 talking about flat billing though are we?  We're

14 talking about the assumption you've made that the city

15 is representative of the entire class.

16                Can you prove to this panel that the

17 city is representative of the entire class?

18                MR. GREG BARNLUND:   I think that the

19 city's -- the makeup of the city lighting is reasonably

20 representative of the entire class because of the

21 quantity of lighting and the number of units that the

22 City of Winnipeg -- that we employ in the City of

23 Winnipeg, yes.

24                MS. DENISE PAMBRUN:   Are you suggesting

25 the City of Winnipeg is representative, say, of the
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1 Province of Manitoba and all those miles and miles and

2 miles of -- of highway lighting?

3                That's completely different, isn't it?

4                MR. GREG BARNLUND:   Highway lighting is

5 different, certainly.  But I would also suggest that

6 it's probably not unlike the City of Brandon, the City

7 of Thompson, any of the other urban -- rural urban

8 centres out there that -- that are street lighting

9 customers themselves.

10                So -- so I don't see any significant

11 departure and distinction that would -- that would

12 suggest to me that we are unreasonable in how we have

13 structured the rate and -- and how we have proposed to

14 bring this rate forward.

15                MS. DENISE PAMBRUN:   Well,

16 unfortunately, there's no data in front of us to

17 suggest that, and the city has -- is requesting that

18 kind of information.  And obviously we'll get into it,

19 but at the cost-of-service study hearing which is to

20 take place later this fall.

21                The difficulty is that you're still

22 supposed to have some fair relationship between the

23 types of luminaires inside this study, and the data on

24 which you're relying is twenty-five (25) years old.

25                That's correct, isn't it?
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1                MR. GREG BARNLUND:   Well, the data

2 we're relying is twenty-five (25) years old.  There's

3 certainly no doubt about that.  It was deemed to have

4 an appropriate purpose in 1990 in terms of identifying

5 the difference between various sizes of HPS fixtures --

6                MS. DENISE PAMBRUN:   And you're

7 proposing now that the next update not take place until

8 after the LED conversion.  So that's another six (6)

9 years from now.

10                Isn't that right?

11                MR. GREG BARNLUND:   I wasn't quite

12 finished my first answer, but -- and so, given that

13 we're replacing the HPS with LEDs and factoring in the

14 comparable energy savings, I think we're reasonably

15 assured that those rates are reasonable in that

16 respect.

17                MS. DENISE PAMBRUN:   But you're --

18                MR. GREG BARNLUND:   The timing of it --

19 and let me answer your next question then.  In terms of

20 the timing of it, to me, it would -- it would not make

21 sense for us to be doing a cost-of-service study on the

22 street lighting itself right now on basically an

23 obsolete -- an obsolete fleet of HPS fixtures because

24 that's what we have out there except for the thousand

25 LEDs we've installed to this point in time or two
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1 thousand, whatever the number would be.

2                I think that it's more appropriate to --

3 to look at that once we have better data, once we have

4 more data, more information in terms of the cost of

5 these units coming into service.  And we can adjust the

6 depreciation and we can adjust the other cost factors

7 like O&M appropriately as we move forward.

8                MS. DENISE PAMBRUN:   So you want us to

9 wait -- not -- not only do we now have a study that's

10 twenty-five (25) years old, but now you want us to wait

11 another six (6) years before we do that just so you can

12 continue to collect data.

13                Is that correct?

14                MR. GREG BARNLUND:   Well, let me put it

15 to you this way.  I think what we've tried to do is to

16 be able to have the City of Winnipeg participate in the

17 energy savings of this right from the very start.  And

18 that's the reason we brought this forward.

19                The reason we brought this forward was

20 to be able to reflect in these rates the fact that the

21 energy consumption is significantly lower with an LED

22 fixture than it is with an HPS fixture.

23                And so as we move forward with this

24 program, we thought it beneficial to the entities that

25 are paying the bills -- the City of Winnipeg, the
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1 municipalities, and -- and Province of Manitoba that

2 are paying the bills for street lighting service --

3 that they participate in the energy savings.  And

4 that's why we brought this forward.

5                So as we've sometimes kidded ourselves,

6 no good deed goes unpunished.  You know, we -- we could

7 have left rates in place, for that matter.  But we

8 thought that it was important to be able to bring these

9 rates forward so that the City of Winnipeg could see

10 lower bills and participate in the energy savings.

11                MS. DENISE PAMBRUN:   Well, I'm sure

12 Manitoba Hydro is to be commended for being so

13 wonderful to the City of Winnipeg, but we still want

14 them to be accurate and fair.  So, you know, while

15 you're patting yourself on the back, you still have to

16 answer the questions.

17                MR. GREG BARNLUND:   Understood.

18                MS. DENISE PAMBRUN:   And -- and if you

19 go to -- let me just find the reference -- 7.1 of the

20 report -- oh, yes, I'm sorry.  The 1989/'90 study,

21 which was only provided electronically in your

22 Information Request response -- I'm sorry.  Which IR

23 was that?  City of Winnipeg/Manitoba Hydro-II answer

24 4(a) --

25                UNIDENTIFIED SPEAKER:   (a) to (i).
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1                MS. DENISE PAMBRUN:   Thank you very

2 much.

3                MR. GREG BARNLUND:   Yes, I have that.

4                MS. DENISE PAMBRUN:   Sorry.  I should

5 be looking up, Table 7.1.  Do you know the page number,

6 or is it at the very end?

7                MR. GREG BARNLUND:   I have the first

8 seventeen (17) pages.  I didn't print out the rest of

9 it.  So we may need to put that up electronically.

10

11                       (BRIEF PAUSE)

12

13                MS. DENISE PAMBRUN:   Page 19.  Thank

14 you very much.

15

16                       (BRIEF PAUSE)

17

18                MS. DENISE PAMBRUN:   Yeah, okay.  So we

19 already have noted that there are no LED lights

20 included in this study.  You also agree with me there's

21 no HPS 750 watt lights that are in this study -- that

22 were included in this study?

23                MR. GREG BARNLUND:   Well, I see HPS

24 listed at 70, 100, 150, 250, and 400, which seem to be

25 the predominant categories of HPS, which is what we
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1 have in service today.

2                MS. DENISE PAMBRUN:   Right.  So there's

3 no HPS 750 at that time?

4                MR. GREG BARNLUND:   I don't see it here

5 on this report.

6                MS. DENISE PAMBRUN:   And no HPS hundred

7 -- thousand wattage -- thousand watts?

8                MR. GREG BARNLUND:   No, but I'm not

9 sure how many of those would even be in service.

10                MS. DENISE PAMBRUN:   Well, let's go

11 back to Exhibit 4.  Find my Exhibit 4.

12

13                       (BRIEF PAUSE)

14

15                MS. DENISE PAMBRUN:   On page 4.

16                MR. GREG BARNLUND:   Yes, I have that.

17                MS. DENISE PAMBRUN:   You can see that

18 there are 67,000 HP -- thousand watt HP exclusive on

19 that bill.  Do you see those?

20                MR. GREG BARNLUND:   Sorry.  Excuse me.

21 Which -- which category are you speaking of?

22                MS. DENISE PAMBRUN:   One thousand

23 (1,000) watt HPS.

24                MR. GREG BARNLUND:   Yes, there are

25 thirty-six (36) of them.
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1                MS. DENISE PAMBRUN:   There's -- there's

2 thirty-six (36) and there's thirty-one (31).

3                MR. GREG BARNLUND:   Correct.

4                MS. DENISE PAMBRUN:   Together that

5 makes sixty-seven (67)?

6                MR. GREG BARNLUND:   Correct.

7                MS. DENISE PAMBRUN:   Yeah.  I don't see

8 a 750 watt HPS on this particular bill.  Are you --

9                MR. GREG BARNLUND:   Right.

10                MS. DENISE PAMBRUN:   -- suggesting

11 there aren't any?

12                MR. GREG BARNLUND:   I -- I really don't

13 know.  I'm sorry, I don't know.  They -- it doesn't

14 strike me as being a very -- that there would be a

15 large number of those specific units.  I might -- let

16 me, I guess, add too that, over time, there is --

17 there's at least one (1) application that I know came

18 before this Board and -- and approved rates for

19 additional HPS categories.

20                And the -- the basis by which those

21 rates were proposed are exactly the same basis we've

22 brought forward this.  Basically, they looked at -- at

23 the energy cost component of that and brought -- and

24 brought forward a rate application that added more

25 lighting categories.  I mean, we have to have more
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1 lighting categories as we serve the market.

2                And as -- as lighting changes and as we

3 adopt new standards and as we adopt new types of

4 fixtures, then we'll add more lighting categories.  We

5 have to have the right categories, you know, in place

6 that are in alignment with what we're going to be

7 installing.

8                So, I mean, these have been -- these

9 rates have been approved over -- over time.  And

10 there's been additions that have been made to the rate

11 schedule over time which this Board has found that has

12 been calculated on a just and reasonable basis.

13                MS. DENISE PAMBRUN:   You do agree with

14 me that an accurate and careful costing and cost

15 allocation is the best basis for a rate decision, don't

16 you?

17                MR. GREG BARNLUND:   Well, I would say

18 that -- that you have to look at that in -- in some

19 generality, as well, too.  And -- and, I mean, you have

20 to make the best that you've got with the information

21 that you have available to you.

22                MS. DENISE PAMBRUN:   Well, surely

23 that's not an excuse for never doing -- for not doing

24 regular updating to your cost-of-service studies.

25                Are you suggesting we never do updated
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1 cost-of-service studies and just keep relying on the

2 old information?

3                MR. GREG BARNLUND:   Well, I think that

4 it's all a matter of priority.  And we -- we rerun our

5 perspective cost-of-service study every year to

6 determine the appropriate allocation of cost for each

7 customer class.  There are other smaller studies.  And

8 I would say that the street lighting category study

9 we're speaking of here is a smaller study that, you

10 know, ought to be probably reviewed from time to time.

11                However, there are priorities, and there

12 are limited resources by which we can, you know, put

13 these priorities -- and complete these priorities, and

14 all I'm saying is that we have not, at this point in

15 time, been able to do that.

16                MS. DENISE PAMBRUN:   So the street

17 lighting cost-of-service study that was completed on

18 March 31, 1989, by Manitoba Hyd -- Hydro -- Hydro's

19 rate's department said:

20                   "Information requirements to improve

21                   the accuracy of the study should be

22                   addressed in a cost-effective manner,

23                   and this type of study should be

24                   conducted on a periodic basis to

25                   monitor the RCC of both the various
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1                   types and sizes of lights, as well as

2                   to provide guidance for future rate

3                   design."

4                At page 9.

5                MR. GREG BARNLUND:   Yes.

6                MS. DENISE PAMBRUN:   And the first

7 paragraph at the top of the page.

8                MR. GREG BARNLUND:   Yes.

9                MS. DENISE PAMBRUN:   You're not

10 disagreeing with that, are you?

11                MR. GREG BARNLUND:   I'm -- I'm -- it --

12 that is as written.

13                MS. DENISE PAMBRUN:   You're not

14 disagreeing with that, are you?

15                MR. GREG BARNLUND:   I'm -- I'm

16 suggesting that -- that as we -- in the last number of

17 years, we have not prioritized this matter to be able

18 to redo the study.

19                MS. DENISE PAMBRUN:   So you've failed.

20                MR. GREG BARNLUND:   I wouldn't say we

21 failed, but --

22                MS. DENISE PAMBRUN:   You have not

23 complied with this.

24                MR. GREG BARNLUND:   Pardon me?

25                MS. DENISE PAMBRUN:   You haven't
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1 complied with this, then, have you?

2                MR. GREG BARNLUND:   Well, I think that

3 there's a -- a statement made in this -- in this report

4 which is -- is reasonable.  Have we done another study

5 since then in the last number of years?  No, we

6 haven't.  Is it time to do another one?  I would

7 suggest that as we move forward with LED lighting, that

8 -- that there's probably some opportunity to be doing

9 that.  But that -- that -- this is where we find

10 ourselves today.

11                MS. DENISE PAMBRUN:   Time to do it is

12 right now, isn't it?

13                MR. GREG BARNLUND:   Well, and for the

14 reasons that I, I think, articulated a couple times

15 now, that it may not be, because we may not have

16 sufficient information right now to be able to actually

17 do that study.  We -- we are adding LED technology to

18 our inventory as we go along, and there will be

19 suppliers that we are going to encounter in the next

20 couple of years that will provide us with additional

21 technology.

22                We can't speculate what the cost of that

23 is going to be, so it's premature to be doing certain

24 studies.

25                MS. DENISE PAMBRUN:   Mr. Barnlund, new
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1 technology is coming along all the time.  If I listen

2 to your answer, it sounds like there's never going to

3 be a good time.

4                MR. GREG BARNLUND:   Well, all I'm

5 saying is that we have an entire fleet of street

6 lighting technology that's obsolete, and we're changing

7 -- we're just on the -- on the start of changing all of

8 that out.  We wouldn't have all the information we need

9 to be able to do an appropriate substudy between

10 different light fixtures at this point in time.

11                We would be in a better position after

12 the program has had a chance to progress for a couple

13 of years to be able to do a study that would -- that

14 would have merit.

15                MS. DENISE PAMBRUN:   And just leave the

16 existing inadequate study in place for another six (6)

17 years?

18                MR. GREG BARNLUND:   Well, I wouldn't

19 say it's inadequate.  I'd say that it's the best

20 information that we have by which to go forward.

21                MS. DENISE PAMBRUN:   And you're not

22 willing to get better information in the interim?

23                MR. GREG BARNLUND:   As I say, better

24 information will be acquired with every year of the

25 program over the seven (7) years of the program that we
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1 acquire these units and install them.  And --

2                MS. DENISE PAMBRUN:   You don't want to

3 take the information you've gained over the last year,

4 and -- and use it right now?

5                You'd rather just wait the next -- for

6 the next six (6) years?

7                MR. GREG BARNLUND:   Well, we don't know

8 what the total operating cost difference will be, for

9 example.  If we only have a -- a very, very, very small

10 fraction of our -- of our street lighting as HPS, we

11 can't impute that -- those operating costs across the

12 entire system, because we're still going to have -- or

13 -- or, sorry, LED.  We're still going to have HPS

14 lighting that's going to be in place for as much as the

15 next six (6) years.

16                MS. DENISE PAMBRUN:   You do agree with

17 me, though, that the existing cost-of-service study

18 does not provide an up-to-date and realistic basis for

19 differential rates for the different light luminaires

20 that are in use right now?

21                MR. GREG BARNLUND:   Well, it does not

22 provide an up-to-date basis.  It's not up to date.

23                MS. DENISE PAMBRUN:   Thank you very

24 much, Mr. Chairman.  Those are my questions.

25                THE CHAIRPERSON:   I have a few
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1 questions, though.  So in relation to the purchase of

2 the City of Winnipeg -- the Winnipeg hydro by Manitoba

3 Hydro, at some point, there would have been a bill

4 issued to Mani -- to the -- the City of Winnipeg for

5 the luminaries.  I mean, they would have been some time

6 in 2002/2003.  So at that point, we're starting from

7 base X.

8                Additional luminaries are added to the

9 bill as time goes by?

10                MR. PAUL CHARD:   That's correct.

11                THE CHAIRPERSON:   Or as -- as the City

12 expands, more luminaries are added and so on, and then

13 that's reflected on the bill?

14                MR. PAUL CHARD:   And -- and if the -- a

15 light was replaced, the old one (1) would be removed as

16 well.

17                THE CHAIRPERSON:   So I -- so one (1) of

18 the questions I have is, you know, that we have nice

19 ran numb -- rou -- nice round numbers for the numbers

20 of luminaries.  Is that just an aberration?  I mean, it

21 would be unusual to have -- I'm looking at some numbers

22 here that are -- appear to be round.  Maybe I'm just --

23 I guess not.  Maybe I'm -- I'm looking at the wrong

24 bill, and not this one (1) anyways.

25                So -- so anyways, the -- the more
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1 current data reflects additions and deletions that have

2 occurred over the years?

3                MR. PAUL CHARD:   That's correct.

4                THE CHAIRPERSON:   Okay.  Now, and I

5 guess the more fundamental question is:  As these new

6 LED luminaries are being added, the bill of the City of

7 Winnipeg is -- the cost to the City of Winnipeg is

8 going down, isn't it?  All things -- all other things

9 being equal?

10                MR. GREG BARNLUND:   Yes, they're going

11 to be paying a lower rate for service with the LED

12 installed than they were under the comparable HPS.

13                THE CHAIRPERSON:   So -- so bill today,

14 no more -- no more additions or deletions.  The bill

15 today, tomorrow, with the -- the LEDs replacing an

16 existing luminary, the bill of the City of Winnipeg

17 will go down?

18                MR. GREG BARNLUND:   Yes.  This bill, as

19 an LED is added and an HPS is taken off, that bill will

20 be less.

21                THE CHAIRPERSON:   So even though you

22 may not have the most recent or the most accurate data

23 possible, Winni -- the City of Winnipeg is still

24 getting the benefit of the addition of LED lighting?

25                MR. GREG BARNLUND:   They are.  They are



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

2920

1 participating in the savings.  They are seeing lower

2 bills for every light that is installed.

3                THE CHAIRPERSON:   So -- so the addition

4 -- so the revision of the cost of the new lighting --

5                MR. GREG BARNLUND:   M-hm.

6                THE CHAIRPERSON:   -- could potentially

7 be higher than you expected?

8                MR. GREG BARNLUND:   Well, there's a

9 number of factors that'll come into play.  The initial

10 cost of an LED light is more expensive than a

11 comparable HPS, but has a significantly longer asset

12 life.  It's not that the initial cost that goes into

13 rates.  It's depreciation and finance expense for that

14 light.  So -- so if -- if you have a -- an asset

15 that'll last, you know, four (4) times longer, well,

16 you're going to depreciate that over a four (4) time

17 longer period of time.  And obviously, depreciation

18 costs per year could be lower.  Operating costs are

19 expected to be lower.

20                Now, there's other costs that -- that

21 could be higher, because, you know, I mean, we don't

22 know until we get -- until we get installing these

23 things in terms of how those -- all the costs will

24 actually -- will actually pan out.  But there's a --

25 there's a number of factors in play that prevent us
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1 from doing a cost study today that would have those

2 things known.

3                We wouldn't -- we would have to

4 speculate on what those things would be.  And we have,

5 like I say, a very, very small population of these --

6 of these units installed.  So until you get a more

7 sizeable population of -- of units in service, you

8 don't have a very representative set of information by

9 which to do a cost study.

10                THE CHAIRPERSON:   Now -- now, I have a

11 question for Ms. Pambrun.  I guess, you know, the --

12 the City -- this state of affairs has been going for a

13 long time in terms of the billing.

14                MS. DENISE PAMBRUN:   Yes, sir.

15                THE CHAIRPERSON:   Why is it that now

16 the City of Winnipeg is concerned about billing that

17 has occurred since 2002?

18                MS. DENISE PAMBRUN:   The City of

19 Winnipeg has been concerned for many years, but Mr.

20 Todd has finally been retained, and we are finally in a

21 position to ask the proper questions.

22                MS. MARILYN KAPITANY:   I knew this, but

23 I've lost track.

24                Can you let me know where you are in the

25 seven (7) year LED conversion project?  Is it on track?
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1 And -- and when -- do we expect to see that done in the

2 seven (7) years?

3                MS. LOIS MORRISON:   The program was

4 designed -- initially planned for seven (7) years.

5 We're in year 2.  We were one (1) year delayed.  We are

6 still anticipating completing all of the conversions

7 within the remaining six (6) years.

8                THE CHAIRPERSON:   I guess the que --

9 the other question is:  What's happening to other

10 cities in this province?  I mean, the City of Winnipeg

11 is well able to take care of itself, but what about the

12 smaller cities of the province?

13                MS. LOIS MORRISON:   We are -- we have

14 contractors in place to work in the City of Winnipeg,

15 and we are also doing the rural at the same time.  We

16 haven't finalized the plan specifically as to which

17 rural communities we are going to be rolling out in.

18 We have started in Selkirk, though, or will be starting

19 in Selkirk, and we'll be going from there.

20                The other thing to note is that spot

21 replacements will be LED, and new developments will be

22 LED.  So we have replaced lighting in Steinbach.

23 Recently, we had to do some upgrades to the lighting in

24 -- in that town, and we did -- we did put in LEDs.

25                So LED is getting out into the rest of
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1 the province, and we had a very strong support by the

2 Association of Manitoba Municipalities for moving

3 forward with the LED conversion program.

4                THE CHAIRPERSON:   What about the

5 smaller communities?  What about the small towns of the

6 province?

7                MS. LOIS MORRISON:   The plan is to do

8 all their lighting also, and they're part of that

9 overall conversion.  We haven't yet identified which --

10 the -- the strategy for which communities around the

11 province, like, what order we're going to be doing them

12 in.  But there's a strong interest by them also, and so

13 we are definitely going to be getting all of them

14 within the next six (6) years.

15                THE CHAIRPERSON:   Unless there are

16 other matters to attend to, I think that ends today's

17 proceedings.  Now, I -- you know, looking at the

18 schedule tomorrow, we have -- we only have a limited

19 amount of time, six (6) and -- by my calculation, about

20 six and three-quarter (6 3/4) hours.  And there's more

21 time being requested by counsel than there are

22 available hours.

23                So I would invite the counsels to get

24 together with Mr. Hombach to -- to negotiate

25 accordingly.  And if we can't arrive at an agreement,
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1 we -- we will settle the matter by fiat.  But we're not

2 working beyond 4:30 tomorrow.  We're starting at nine

3 o'clock.

4                We will maintain regular hours for lunch

5 and regular coffee breaks, but we will have to find a

6 way to compress the -- the questions.  And I would

7 invite the -- the counsels to make sure they priorize

8 their questions, because if we get to a fiat, there

9 will be only a certain amount of time allocated to each

10 counsel.

11                So with that, I will adjourn today's

12 proceedings.  Thank you very much, everyone, and we'll

13 see you tomorrow morning at nine o'clock.

14

15 --- Upon adjourning at 4:04 p.m.

16

17

18 Certified Correct,

19

20

21 _____________________

22 Sean Coleman, Mr.

23

24

25


