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1 --- Upon Commencing at 9:00 a.m.

2

3                THE FACILITATOR:   Well, good morning,

4 everybody.  It looks like most people are here.  Well,

5 it's -- it's just the presentation first.

6

7                       (BRIEF PAUSE)

8

9                THE FACILITATOR:   Hi, Hugh.

10

11                       (BRIEF PAUSE)

12

13                THE FACILITATOR:   No, just wanted to

14 welcome you.  Good morning again.  I have a couple

15 housekeeping matters, the first of which, Kelly,

16 you're doing fine.  You look no worse for wear from

17 yesterday.  Ready for more?

18                MS. KELLY DERKSEN:   Yeah.

19                THE FACILITATOR:   Well, that sounded

20 reasonably positive, I guess.  The second part is

21 that, for today's schedule, it looks like we would be

22 able to have a little bit more relaxed schedule.  I

23 won't be as paranoid as I was yesterday about people

24 running overtime.  It looks like we should be able to

25 finish easily by five o'clock.
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1                The last one was Bob Peters came up

2 with a -- a very good idea with respect to the written

3 questions that had come from parties.  Perhaps at the

4 end of tomorrow or -- or shortly thereafter, the

5 parties who did have questions could actually resubmit

6 those to the Board and to -- well, to everyone really,

7 having black lined or somehow taken off all the

8 questions that they're satisfied with answers now so

9 that they are identifying just the few questions --

10 hope --hopefully a few questions that are left that

11 they're looking for a -- a further takeaway response

12 from Manitoba Hydro.

13                So with that --

14                MS. ODETTE FERNANDES:   Sorry, Mr.

15 Grant, if I can -- I think, from Manitoba Hydro's

16 perspective, if it works for all parties in the room,

17 my understanding was that they were working through

18 those questions and any questions which we weren't

19 able to provide a response to would be taken as

20 undertakings.

21                So I think our thought was that we

22 would take the undertakings.  And -- and then we would

23 just be responding to those undertakings instead of

24 trying to go through more documents to see what's an

25 undertaking, what's not, and trying to work through it
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1 that way.

2                THE FACILITATOR:   Sounds good.  So

3 consistent with that, would it be the case that during

4 the course of tomorrow, you would want people to

5 identify what undertakings were left, if at all, and

6 if there's time to deal with them, then deal with them

7 as we can?

8                MS. ODETTE FERNANDES:   I think that

9 works for us.  Thank you.

10                THE FACILITATOR:   Great.  Kelly, is it

11 over to you?

12

13 MANITOBA HYDRO PANEL (TRANSMISSION COSTS, INCLUDING

14 HVDC, AC, & US INTERCONNECTIONS, ALLOCATION TO EXPORTS

15 AND NET EXPORT REVENUE IMPLICATIONS):

16             DARREN RAINKIE, Previously Sworn

17              GREG BARNLUND, Previously Sworn

18              DAVID CORMIE, Previously Sworn

19               TERRY MILES, Previously Sworn

20              DAVID SWATEK, Previously Sworn

21              KELLY DERKSEN, Previously Sworn

22            MICHAEL O'SHEASY, Previously Sworn

23             ROBERT CAMFIELD, Previously Sworn

24

25 PRESENTATION BY MANITOBA HYDRO:
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1                MS. KELLY DERKSEN:   Good morning.  I'm

2 advised that we may have a -- a couple of extra

3 minutes this morning.  I'm not sure that I will need

4 them today.  But there's the possibility that I may

5 circle back to some of the materials from yesterday

6 that didn't get a chance to go through, so we'll just

7 play it by ear a little bit.

8

9                       (BRIEF PAUSE)

10

11                MS. KELLY DERKSEN:   Today is notally -

12 - notionally set aside to talk about transmission.  We

13 talked a little bit about it yesterday because, you

14 know, at -- at times it's not easy to define even what

15 transmission is, and is subject to much debate.  And

16 so there will be some elements from yesterday that

17 will find its way in -- into today.

18                For cost of service purposes, we define

19 transmission -- the transmission function essentially

20 to include our network high voltage transmission

21 lines.  The first slide, I'm not sure that it's

22 necessarily an error but I'm instructed by our

23 engineers that it really should be defined at 100 kV

24 and above for cost of service purposes.  That --

25 that's what we do.  We also include the AC switch yard
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1 at Dorsey, and upcoming Riel.

2                Substations in terms of the high

3 voltage portion of -- of substations, I'm sure we'll

4 talk a little bit more on how we define the line with

5 respect to what is high voltage at a -- at a

6 particular substation.  And an entire station -- if

7 the low side of that substation is at the transmission

8 voltage level, the entire substation would be

9 functionalized as transmission.

10                We have switching stations, and

11 interconnections also.  There was some discussion of

12 generation linked transmission yesterday, and parts of

13 that component of our system is actually

14 functionalized as generation.  There may be some

15 discussion today about some of the other generation

16 linked trans -- transmission that perhaps be

17 appropriately functionalized also as generation.

18                And that generation linked

19 transmission's role really is to bring the -- the

20 energy from the generator in -- into the system, and

21 also it's not considered available to a third party.

22 So based on those kinds of characteristics, it may be

23 appropriate then that all of that generation linked

24 transmission be functionalized as generation.

25



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

383

1                       (BRIEF PAUSE)

2

3                MS. KELLY DERKSEN:   The two (2)

4 largest issues, I guess -- there -- there are a number

5 of issues but the two (2) largest ones that we see

6 coming out of our submission and the information

7 requests are with respect to the 2CP allocator that we

8 use for transmission.  We functionalize transmission -

9 - excuse me, we classify transmission 100 percent to

10 demand, and we allocate it on a 2CP allocator top

11 fifty (50) hours in each of the summer and winter

12 periods.

13                We talked about that a little yesterday

14 also.  It -- because we've included a number of peak

15 periods in each of the summer and winter seasons, it

16 starts feeling a little bit more like an energy kind

17 of -- of allocator.  It has some attributes of energy

18 in it.

19                The second issue is with respect to the

20 treatment of US interconnections.  Today the

21 materiality of those interconnections is not

22 particularly great because they're largely

23 depreciated, but once the new MMTP line comes online

24 that will have a more substantial effect as to the

25 outcome of cost depiction by customer class.
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1

2                       (BRIEF PAUSE)

3

4                MS. KELLY DERKSEN:   And if I can just

5 summarize just very briefly some of the discussion

6 that I heard yesterday and also that is contained

7 within our materials about the use of a 2CP allocator,

8 that was a -- well, it was really directed by the

9 regulator in Order 1 -- 104 in 2004.

10                We had previously been using a 1CP

11 allocator for transmission.  In that particular

12 hearing we proposed a 12CP allocator and it was

13 decided ultimately we would use a 2CP allocator.

14                My understanding from some of the

15 discussions I've had internally is that was largely

16 driven at the advice of perhaps even you, Mr. -- Mr.

17 Harper.  And the -- the rationale for have done -- for

18 have chosen that kind of allocator is the value of the

19 trans -- of -- of that transmission of that capacity

20 in the summer, because exports, of course, are using

21 that capacity fairly significantly in the summer

22 period.

23                That's not the primary reason for it.

24 The primary reason also is to recognize the winter

25 peaking nature of our own -- of our own domestic
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1 system.

2

3                       (BRIEF PAUSE)

4

5                MS. KELLY DERKSEN:   I'm going to move

6 to slide 52.  Slide 52 is about US interconnections.

7 We have functionalised them in the past as

8 transmission.  We've included in PCOSS14 amended to

9 continue to functionalise US interconnections as trans

10 -- as transmission.  But we -- the -- the change that

11 has been made in PCOSS14 amended is to allocate US

12 interconnections on the basis of our weighted energy

13 allocator, which is the allocator that we use for our

14 generation function.

15                And the change is really to recognize

16 that the role of US interconnections is to move energy

17 both to and from the -- the province.  And so using a

18 weighted energy allocator gives a heavier emphasis or

19 places a heavier emphasis on the energy being more of

20 a cost driver than -- than demand.

21                There is not agreement unilaterally

22 about -- about that choice of an allocator.  We will

23 talk about that today, I'm sure.  And it's important

24 to note that even in the absence of participating in

25 export sales activities that we would still either
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1 require those inner ties into that market or some

2 other kind of generation to support our load

3 domestically.

4                And so that could suggest or could

5 provide you information or a clue as to the

6 appropriateness of using a weighted energy allocator

7 similar like we do with our generation function.  This

8 change has come about based on advice that we have

9 received from our folks at Christensen.

10                We've also had this discussion in the

11 past with prior consultants, NERA, who had recommended

12 this similar kind of treatment.  And so we have made

13 the change.  We weren't able to operationalize it in

14 the past, but we have, based on advice current to us

15 from our -- from Christensen, we have been able to

16 operationalize that, make it work within the context

17 of cost-of-service and also one (1) of the reasons we

18 elected to go down that path this go around.

19

20                       (BRIEF PAUSE)

21

22                MS. KELLY DERKSEN:   I'm not sure that

23 I can do this particular slide justice.  I pulled it

24 out of one (1) of the Information Requests that Dr.

25 Swatek's group prepared on our behalf.  And I thought



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

387

1 it was a pretty good slide.  His folks went back into

2 our records to pull out information as to what gave

3 rise to the US interconnections in the first place.

4                And if I can put my non-accounting spin

5 -- sorry, non-engineering spin, in terms of what I see

6 here, I th -- I see largely these investments were

7 made even several deca -- several decades ago on the

8 basis of both our ability to export and the added

9 benefit -- the benefit of having the -- the intertie

10 for import purposes.  Dr. Swatek or doc -- Mr. Cormie

11 may wish to refer to this slide later on.

12

13                       (BRIEF PAUSE)

14

15                MS. KELLY DERKSEN:   This is a table

16 that we've prepared to -- to provide an illustration,

17 a direction in terms of the impact -- oh, I'm sorry.

18 I've moved my own computer, but not the other.  This

19 slide we've prepared to provide some illustration or

20 give some direction as to the influence to RCCs on

21 account of having made the change with respect to US

22 interconnections from a 2CP allocator to a -- a

23 weighted energy allocator.

24                We have included the revenue

25 requirement impacts of adding M -- MMTP in the context
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1 of PCOSS14 amended.  So it includes the additional

2 revenue requirement associated with that in --

3 investment when it does come online in the context of

4 this particular -- these particular sets of -- of

5 impacts.  The tendency as you ac -- as you can see, is

6 to shift cost responsibility away from the residential

7 class to the lo -- the larger volume customer classes.

8 That -- that's it in terms of presentation materials

9 today.  If you'd just give me a moment, please.

10

11                       (BRIEF PAUSE)

12

13                MS. KELLY DERKSEN:   I don't have

14 anything else today I want to touch on immediately and

15 quite given it enough thought.  I'm sure there will be

16 issues that we can address as -- as the discussion

17 proceeds today.

18                THE FACILITATOR:   Thank you, Kelly.  I

19 think we're on to MIPUG and Patrick.

20

21 QUESTIONS BY MIPUG:

22                MR. PATRICK BOWMAN:   Yes, good

23 morning.  This mic is working I guess.  Just to touch

24 on and ensure I understood correctly, your

25 presentation this morning, slide 53 has the list of US
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1 interconnections.  And I had done the comparison and

2 just looked at the Information Request reference.

3 But, effectively, both of those list the same lines,

4 and this is the group of lines that are -- that are

5 allocated using an energy weighting, right?  It's just

6 these -- these five (5) groups?

7                MS. KELLY DERKSEN:   Yes, that's

8 correct, today.

9                MR. PATRICK BOWMAN:   Today, yes,

10 that's right.  So in respect of transmission, if we

11 look at assets that are tra -- that -- that would be

12 considered transmission, you know, by -- by looking at

13 them, wire substations and the like, you really threat

14 them three (3) different ways within the cost-of-

15 service study depending on their -- their function.

16 And your three (3) different ways, I think, were

17 consistent with your spider web back at slide 15.

18                Is that fair?  There's the blue part,

19 the black part, and the red part in terms of slide 15?

20                MS. KELLY DERKSEN:   I see where you're

21 -- I see where you're coming from.  I'll just -- I'll

22 -- I'll provide the cost-of-service response, and Dr.

23 Swatek will want to add likely to this.  If you're

24 characterizing the fact that some of our transmission

25 has been functionalised as -- as generation as one (1)
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1 treatment, some of that transmission has be -- and

2 allocated on a weighted energy allocator as a second

3 treatment, and the third is transmission investment

4 that continues to be functionalised as transmission

5 but allocated on an weighted energy allocator as the

6 three (3) things, then I -- I think that's fair.

7                DR. DAVID SWATEK:   Ex -- excuse me,

8 Patrick.  You -- you mentioned the spider web diagram.

9 And it was shortly after I gave Kelly the spider web

10 diagram that I realized that there would have been a

11 really good way to have shown interconnections in

12 there, as well.  And that would have been to have --

13 to -- to have two (2) spider webs, and then to have a

14 line connecting the two (2) spider webs.

15                So if you -- if you think of the spider

16 web diagram, just -- just think of two (2) webs.  And

17 then draw a couple of strong lines be -- between those

18 two (2) webs, and those would be the interconnections.

19                MR. PATRICK BOWMAN:   Okay, fair

20 enough.  So if you have a dollar associated with

21 something that looks like a transmission line in

22 Manitoba, that dollar can end up ultimately allocated

23 through the cost-of-service study one (1) of three (3)

24 ways.  It can either be considered a generation-

25 related transmission, which means it gets
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1 functionalised through generation and allocated on

2 what you call E12 (phonetic), the weighted energy, or

3 it could be considered a US cross-border

4 interconnection.

5                In which case, it's functionalised

6 through transmission but it's allocated on E15, which

7 is also weighted energy, or it could be neither of

8 those.  In which case, it's -- it's functionalised

9 through transmission but it's allocated on, I believe

10 it's called D14, which is 2CP.

11                Is that fair?  All of those go through

12 one (1) of those three (3) routes?

13                MS. KELLY DERKSEN:   Yes.  Yes, that's

14 fair.

15                DR. DAVID SWATEK:   What was the first

16 group again?

17                MR. PATRICK BOWMAN:   Things like the -

18 - the HVDC lines and that that are generation-related.

19 They get functionalised through generated and -- and

20 treated as -- as you -- per E12, allocated through

21 E12.

22                DR. DAVID SWATEK:   Oh, I -- I would

23 say a cross-border transmission line would not fall

24 into that category.

25                MR. PATRICK BOWMAN:   No, try -- cross-
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1 border is the one that goes through some --

2                DR. DAVID SWATEK:   Okay, yeah.

3                MR. PATRICK BOWMAN:   -- the E15

4 allocator, right, inter -- cost-of-service language?

5                MS. KELLY DERKSEN:   Yeah, you --

6 you've got it right, Patrick.

7                MR. PATRICK BOWMAN:   Okay.  And in --

8 in rough dollar terms of revenue requirement in

9 PCOSS14 there's about 140 million of annual revenue

10 requirement that is considered generation-related and

11 goes through E12.  There's about 220 million or

12 something that goes through the -- the 2CP and there's

13 about 5 million that's considered the cross-border

14 E15.

15                Is that -- is that in the ballpark or -

16 - rather than pulling up the slide?

17                MS. KELLY DERKSEN:   I haven't looked

18 at the numbers, so I'll take it subject to check.

19                MR. PATRICK BOWMAN:   Sure, tha --

20 that's fine.  And -- so at the -- at the end of the

21 day, out of that bundle, the -- the CP group, the part

22 that does go on a coincident peak, is -- is a little

23 over half of -- of what would today be -- look like

24 transmission lines on the ground.  Go through that --

25 that functionalized transmission and allocated based
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1 on two (2) CP.

2                MS. KELLY DERKSEN:   I think it's fair

3 -- I'll just caveat to say just because it looks like

4 a pole and a wire doesn't mean that it all functions

5 the same.  And so subject to that, yes.

6                MR. PATRICK BOWMAN:   Right.  And

7 that's true for any system.  Poles and wires do have

8 different functions whether in Quebec, or BC, or

9 wherever.  They all have, you know, long lines out --

10 remote generation, Hydro loads across border.  Like

11 those -- those components are pretty common, and

12 they're -- they're all part of what we would think of

13 as transmission at the first instance.  It's not

14 creating power, it's moving power.  That...

15

16                       (BRIEF PAUSE)

17

18                DR. DAVID SWATEK:   Sorry, was that a

19 question, or --

20                MR. PATRICK BOWMAN:   I'm just saying

21 that, you know, the -- the fact that Hydro has -- has

22 wires and substations that play different roles isn't

23 really unique to Hydro.  Everybody has wires and

24 substations that play different roles.

25                DR. DAVID SWATEK:   Yes.
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1                MR. PATRICK BOWMAN:   So I'm not

2 disputing that.

3                DR. DAVID SWATEK:   Okay.

4                MR. PATRICK BOWMAN:   So just to deal

5 with that last -- that -- that last category, then,

6 the -- the US interconnection costs allocated via the

7 E15 allocator, which is, at this point, that list of -

8 - as I understand it, that list is still on the

9 screen, that currently is the sum total of about $5

10 million in revenue requirement, as I -- and I can pull

11 up the slide if we need to in -- from the PCOSS, but

12 E15 is a total of about four (4) point -- $4.7 million

13 a year in revenue requirement.

14                Does that...

15                MS. KELLY DERKSEN:   Subject to check,

16 Patrick, yes.

17                MR. PATRICK BOWMAN:   Sure.  And -- and

18 only -- it's just a crosscheck, because these are not

19 small assets.  So it -- it sounded low.  I just wanted

20 to make sure I wasn't missing something about what's

21 actually included in that 4.7 million.

22                Like, is that right?  This is the

23 capital cost, the interest, the depreciation, all of

24 those components of those cross-border lines.

25                MS. KELLY DERKSEN:   Well, we have talk
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1 -- separate -- make distinction between what the

2 investment is and what the annualized revenue

3 requirement is.  So when you add, you know, the

4 investment in with the operating costs, you're --

5 you're mixing apples to oranges, so I'm not any longer

6 certain what it is -- what -- what the $5 million

7 represents, if it's the -- the net investment, or if

8 it's the annualized expense.  Michael Dust confirms

9 it's the -- it's the revenue requirement.

10                MR. PATRICK BOWMAN:   Thank you.  And

11 it's -- if people need the reference, it's in the

12 PCOSS.  It's in Schedule E1, page 1.  Transmission

13 weighted energy is $2.6 million of interest, 1.3

14 million depreciation, eight hundred thousand (800,000)

15 of operating, for a total of four six eight four

16 (4,684) which is, I think, the same number that's used

17 elsewhere to reference the -- the total cost go -- go

18 through '03/'15, and presumably, it's the total

19 analyzed cost of these five (5) assets.

20                Is that -- that's fair?

21                MS. KELLY DERKSEN:   That's fair.

22                MR. PATRICK BOWMAN:   Okay.  So -- and

23 I think that deals with the question that the

24 Coalition had -- had as well.  So it -- it -- with

25 respect to those lines, that is -- when I say
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1 "capital," it's not just the operating costs.  It's

2 not just some fees associated with them.  It is the

3 depreciation, the interest, and everything on that

4 entire investment made to have those lines.

5                MS. KELLY DERKSEN:   That's the

6 annualized operating cost associated with the

7 investment, yes.

8                MR. PATRICK BOWMAN:   Annualized

9 operating cost, or also the interest, the depreciation

10 --

11                MS. KELLY DERKSEN:   I use the term

12 "operating" loosely there, yes.  That's what I meant.

13                MR. PATRICK BOWMAN:   Okay.  So yeah.

14 So that deals with the E15 part.  So then when we go

15 to the component that the -- the first component we

16 referenced, the -- if I put it -- the -- the blue part

17 of the web, and this is again back to slide -- slide

18 15 of their -- of the Hydro presentation.

19

20                       (BRIEF PAUSE)

21

22                MR. PATRICK BOWMAN:   All right.  So I

23 -- I may have gotten it wrong with respect to the red

24 being the third component, but I think in -- in

25 respect of this, the -- the parts that are drawn as
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1 blue here are what we call the components

2 functionalized as generation.  The HVDC, and that sort

3 of thing.

4                The parts we call black are the -- the

5 AC transmission that's -- that's throughout southern

6 Mani -- well, northern Manitoba and southern Manitoba,

7 any AC lines within Manitoba other than those crossing

8 the US border.

9                Is that fair?

10                DR. DAVID SWATEK:   Not -- that's not

11 completely correct.  We do have AC lines in Manitoba,

12 which are considered generation outlet transmission.

13 Those are the AC lines that are part of what we call

14 the northern collector system.  They -- they connect

15 the generating stations to the northern terminus of

16 the HVDC system, so --

17                MR. PATRICK BOWMAN:   Right.

18                DR. DAVID SWATEK:   So, yeah, okay.

19 Right.

20                MR. PATRICK BOWMAN:   So those of us

21 who were here through NFAT, for example, we'd have

22 heard of the Keeyask project, and the capital costs

23 associated with Keeyask, and all the economics to run

24 on.  And within that capital cost wasn't just some

25 turbines and some concrete.



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

398

1                There was also a piece that was called

2 the Keeyask outlet transmission, or something of that

3 nature, which was to connect that generating station

4 to -- with our northern stations Keewatinohk or

5 whichever it is, to -- to bring the Keeyask power out,

6 and that was integral to that generating station?

7                DR. DAVID SWATEK:   That -- that would

8 be the -- the Keeyask transmission that connects it to

9 -- that connects the generator to the Radisson --

10                MR. PATRICK BOWMAN:   Radisson, okay.

11                DR. DAVID SWATEK:   -- convertor

12 station.

13                MR. PATRICK BOWMAN:   So it's AC, but

14 it's -- it's up north.  It's between the generator and

15 Radisson, and it's considered generation related to

16 transmission in your -- in your --

17                DR. DAVID SWATEK:   Yes.

18                MR. PATRICK BOWMAN:   -- cost-of-

19 service?

20                DR. DAVID SWATEK:   Yes, exactly.

21                MR. PATRICK BOWMAN:   And you guys --

22 maybe I'll take a step back.  We -- we -- this

23 generation-related transmission concept for Hydro's

24 cost-of-service has been around, from my recollection,

25 all the way back to at least, like, 2002, and at that
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1 time -- before that it didn't exist, because it wasn't

2 even relevant, because transmission and generation

3 were bundled together and treated the same, so this is

4 not some new thing.

5                This is -- this is a central part of

6 how you've been doing cost-of-service for a long time?

7                MS. KELLY DERKSEN:   It is, and I -- I

8 understand that there are other utilities that have

9 generation-related transmission that would deal with

10 it from a cost-of-service perspective, not a whole lot

11 dissimilar than what Manitoba Hydro has done.

12                MR. PATRICK BOWMAN:   Right.  And so if

13 I can go to that, in, I -- I think it's 2003, if I'm

14 not mistake, one (1) of the things Hydro did was they

15 hired NERA to do a survey of other utilities and their

16 methods.  And -- and NERA did that scan.

17                I think that document might be in

18 evidence.  If not, it's certainly in the past

19 hearings.  You haven't had a survey like that updated?

20

21                       (BRIEF PAUSE)

22

23                MS. KELLY DERKSEN:   There wasn't an

24 explicit survey done bas -- based on my discussions

25 with our consultants who would have helped us with the
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1 methodology review, but also appreciating that we're

2 tapping into their industry knowledge with respect to

3 appropriate treatment of this tran -- this atypical

4 transmission, if you will.

5                MR. PATRICK BOWMAN:   Right.  So -- and

6 maybe this is where I can turn to the questions to

7 Christensen.  If I look at the report that Christensen

8 don -- did, I would say that's similar to others I've

9 seen that might be characterized as sort of a -- a

10 first principle's report.

11                You -- you looked at the system, you

12 identified issues, you thought about them from the

13 perspective of the first principles of how you do

14 cost-of-service, and -- and what was the right outcome

15 for that.  And that may have included looking at some

16 other people, but primarily, it was about the logic of

17 the -- behind the study.

18                Is that -- is that fair?

19                MR. ROBERT CAMFIELD:   Yes, that's --

20 that's a fair, Patrick.

21                MR. PATRICK BOWMAN:   And so -- and --

22 and to the extent there would have been survey results

23 that are looking at what other utilities did, it's --

24 it's in your report, there's not some other...

25                MR. ROBERT CAMFIELD:   That's correct.
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1 The -- the details in our report, as you have alluded

2 to, reflect our general knowledge and experience of

3 working across the industry over a considerable length

4 of time.

5                MR. PATRICK BOWMAN:   Yeah.  No, that's

6 fine -- and it's not to call anyone's, you know,

7 methods into question.  I was just wondering about to

8 what extent Hydro may have looked at what other people

9 were doing.

10                And I guess in that regard, is -- is

11 there any reason to think, other than perhaps it would

12 be worth checking for staleness, there's no reason to

13 think that the NERA survey is something to throw out

14 now?  Like, we could still use some of the stuff there

15 and crosscheck that up -- update?

16                MS. KELLY DERKSEN:   Well, again, you

17 have to be very careful with it.  You know, there -- I

18 -- I've looked at BC Hydro a little bit.  They have

19 some generation linked transmission.  But one has to

20 be careful.  Just because you functionalize it as

21 transmission, you need to look how you classify and

22 allocate it also.  So, yeah, you have to do a little

23 bit more digging than just accepting on the face of it

24 that it's functionalized as, you know, either

25 generation or transmission.  You have to dig deeper to
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1 see what the allocator is because that gives you some

2 indication of what that particular utility views in

3 terms of appropriate cost drivers for that particular

4 asset.

5                MR. ROBERT CAMFIELD:   And -- and,

6 Kelly, if I could add to that.  Another reason that a

7 more current look may be appropriate is becau --

8 because of evolving policy of the Federal Energy

9 Regulatory Commission, Patrick.  Yeah, there's been a

10 series of orders dealing with what constitutes

11 transmission and what does not that's highly specific

12 to -- to context.

13                MR. PATRICK BOWMAN:   That's -- that's

14 fair.  And there's some -- I think there's some

15 reference to that in -- in some parts of your report,

16 if I'm not mistaken.  It's certainly a footnote in one

17 (1) -- at one (1) point.

18                Is that fair?  That's the -- that's

19 what you're –- that's –- okay.

20                MR. ROBERT CAMFIELD:   Exactly.

21                MR. PATRICK BOWMAN:   So you said you

22 looked at BC Hydro usage generally, where BC Hydro

23 using a generation-related transmission, I think they

24 call it GRTA literally, type of functionalization.

25                MS. KELLY DERKSEN:   I've just had a --
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1 a cursory review, sort of preoccupied these days.

2                MR. PATRICK BOWMAN:   Okay.  That's --

3 the -- so with this three (3) categories, when --

4 you're -- you're proposing that when the new assets

5 come on Bipole III and Riel would become part of the

6 category gen -- the generation-related transmission --

7 going -- functionalize the generation allocated

8 through E12.

9                MS. KELLY DERKSEN:   Can -- can you

10 just say that to me again?  I -- I didn't hear all of

11 the question, please.

12                MR. PATRICK BOWMAN:   And -- and I may

13 not have said it perfectly anyway.  The -- you're

14 proposing that when Bipole III comes online that the

15 cost of Bipole III, the costs of the northern station

16 whose name I won't try to pronounce, and the cost of

17 the southern Riel station, at least the DCs part --

18 portions of the southern station, would be similarly

19 considered generation-related transmission.

20                MS. KELLY DERKSEN:   Bipole III,

21 Keewatinohk, and also Riel, yes.

22                MR. PATRICK BOWMAN:   And the costs of

23 Minnesota Mani -- the MMTP, as Minnesota and the Great

24 Northern -- whatever -- however those costs arise,

25 whether that's capital or operating or -- or some
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1 other lease payment, those I presume you're

2 considering a US interconnection and would go through

3 the E15 type of allocator.

4                MS. KELLY DERKSEN:   Subject to check.

5 The -- the issue is it would be the weighted energy

6 allocator, no different than the energy -- the

7 weighted energy allocator with respect to the Bipoles,

8 for example.

9                MR. PATRICK BOWMAN:   M-hm.

10

11                       (BRIEF PAUSE)

12

13                MR. PATRICK BOWMAN:   So when we go to

14 the components that are not carved out of E -- as

15 either US transmission or as generation-related

16 transmission, we're left with that web, if I -- like,

17 part of the -- the AC system.  This is the components

18 that are functionalized as transmission and allocated

19 by a -- a demand-related allocator based on 2CP.

20                Is that fair?

21                MS. KELLY DERKSEN:   That would be

22 fair, yes.

23                MR. PATRICK BOWMAN:   And you're saying

24 the 2CP and -- and I -- if I'm recalling it correctly,

25 it came out of some other cost-of-service hearings.  I
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1 think Hydro was, at the time, proposing 12CP, and it

2 was concluded that the -- the drivers for transmission

3 weren't spring and fall, they were -- they were if

4 anything summer and winter.  And summer because --

5 winter because domestic load and summer because your

6 exports loads use it a lot more and the peaks were

7 similar.  So 2CP was sort of a -- something that arose

8 out of that.  That's -- that's presumably why you

9 continued the 2CP, as that was the method that the

10 Board approved.

11                MS. KELLY DERKSEN:   I think the Board

12 approved and we viewed it as a pretty good treatment

13 in terms of cost allocation of -- of that particular

14 infrastructure, yes.

15                MR. PATRICK BOWMAN:   So let me get to

16 the -- the core question, which is:  Back then we had

17 this basket of assets.  We haven't talked about

18 Dorsey, but at that time even the DC components for

19 Dorsey were considered transmission, not just the AC

20 side.  All of this other transmission -- I believe the

21 gener -- the cross-border stuff, but -- because we

22 didn't have this extra E15 allocator, I think there

23 may have been some thoughts about an export

24 transmission class, but I don't think it was ever --

25 or transmission allocation, but I don't think it was
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1 ever approved.

2                So you had this -- this larger subset

3 of -- of assets.  And the Board was approving an

4 export class that had both firm and opportunity sales

5 in.  So when you added up those loads on which the

6 transmission was going to be allocated your summer

7 load was similar to your winter load.  And a

8 substantial portion of those assets actually served

9 the -- the firm and opportunity exports.

10                You -- we arrived at 2CP as an

11 allocator.  I guess the question is, and -- using as

12 much as question -- is:  If the premise has changed,

13 that now we say, no, no, US is something different and

14 -- and Dorsey's DC side is something different, and so

15 we're left with a smaller subset of assets and we

16 don't want to charge opportunity -- any fixed costs

17 for anything, including transmission, so we're left

18 with only domestic and -- and firm exports and, as a

19 result, our winter peak is higher than our summer.

20                And we can go down the road of why you

21 built domestic transmission, but I -- you know,

22 there's a lot of references we have through different

23 transmission lines being built for winter peak.

24 Aren't we left with a subset of transmission that's

25 much more about winter peak now than it was when the
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1 2CP was adopted?  That what's leftover is the

2 Winnipeg, Brandon improvements and the Dorsey portage

3 being built and all that, which is all winter peak

4 oriented?

5                MS. KELLY DERKSEN:   That's a lot to

6 digest, so I can only respond to parts of it that I

7 remember.  We continue to view a 2CP allocator

8 appropriate, notwithstanding that, you know, we've

9 segmented off different parts of our transmission

10 system and treat it -- treat them differently because

11 of the -- well, number 1, we have an export class that

12 we have to assign cost responsibility to for

13 dependable exports.

14                And dependable exports, because we

15 can't stream energy, make use of the AC network.  And

16 it seems logical and appropriate on that basis that

17 you would include dependable exports in terms of your

18 allocator, and we have done that.

19                We also recognize that domestic

20 customers who are -- and I accept more wi -- winter

21 peaking than summer peaking, those domestic customers

22 who are peak year, and that is use more in the winter

23 than in the summer, by virtue of their load, free up

24 some of the capacity available in the summer that can

25 -- that can be exported.
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1                And so it seems reasonable also on that

2 basis that you would want to give some weight to the -

3 - the value of that capacity in the summertime.

4                MR. PATRICK BOWMAN:   So may -- maybe

5 it's easiest to go back to slide 30 of the

6 presentation.  And we said this is all generation,

7 including opportunity exports.  And if somebody were

8 to look at this graph, you could understand how, if

9 the green line was -- was the basis for allocating

10 costs, you might say summer's almost as important as

11 winter.

12                And, in fact, given that summer you

13 take some outages and some other things to fix units,

14 it's actually probably, in some ways, almost as

15 capacity constrained as some of your winter periods.

16 And I think that was some -- some of the testimony

17 yesterday.

18                But if you're not using that green line

19 to allocate costs, you're using only the domestic plus

20 the firm exports, that winter line basically stays as

21 high, but the summer green line comes down a fair bit

22 and your peaks are no longer anywhere near similar.

23 It's really the winter peak that is driving investment

24 in transmission.

25                And you can see why I don't do cross-
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1 exam for a living.  And that -- that fits with

2 everything we know about the hydro system in the

3 capital expenditure forecast, that when you build new

4 transmission, you expand transmission, you take on

5 improvements, it's winter peak that's the measure.

6 And, like -- like, I said, I can pull out some things

7 that -- that drives a lot of that investment.

8                So why would we see summer and winter

9 are equally important when everything else is

10 suggesting that we build and invest for winter peak?

11                DR. DAVID SWATEK:   Oh, I can say that

12 not all of our transmission network investment is

13 driven by -- by winter peak.  During the winter, you

14 have capacity issues.  During the summer, you have --

15 during the summer you have voltage issues.  And there

16 are capital investments going into solving those --

17 those voltage issues in -- in the summertime, and

18 capital investment to solve capacity issues in the

19 winter.

20                MR. PATRICK BOWMAN:   Okay.  And if you

21 didn't have the opportunity exports occurring, would

22 you still have the same voltage issues in the summer?

23 Or, like if your load was lower as a result of not

24 having opportunity loads --

25                DR. DAVID SWATEK:   The load -- the
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1 load changes during the -- the load changes during the

2 summertime.  You have -- it gets very technical but

3 the load has a poor power factor which can drag down

4 the -- the voltage.  So you -- you require more

5 voltage support to handle the nature of the summertime

6 load.

7                MR. PATRICK BOWMAN:   So summertime

8 load isn't just about the -- the peak that you said.

9 It's about the type of the load that --

10                DR. DAVID SWATEK:   The type of load,

11 and the peak as -- as well.  We also do have

12 summertime constraints. The ratings of conductors

13 depend on the ambient temperature.  And we can -- we

14 can move an awful lot more power through a conductor

15 during the winter than we -- than we can during the

16 summertime.  These conductors are more constrained

17 during the summer than during the winter, so we are

18 doing improvements as -- as well to upgrade some

19 conductors to handle load during hot summer days.

20                MR. PATRICK BOWMAN:   So if you were to

21 go through something like a capital expenditure

22 forecast, and look at the major projects under -- for

23 the AC system, some of those would be replacement end

24 of life type of -- of projects, but would it be

25 possible say these are primarily driven -- these
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1 projects are primarily driven by winter peak and

2 others are primarily driven by summer voltage in terms

3 of the -- the major projects and investments

4 occurring?

5                MR. ROBERT CANFIELD:   Well, I -- I

6 think that question clearly is -- is David's question.

7 I did want to add just one (1) general comment, and --

8 and David alluded to this, and that is generally

9 speaking we can expect that the total system

10 capability, transport capability of the meshed to

11 network -- AC network during the summer would be less

12 than it would be in the winter -- winter again simply

13 because of temperature differences.

14                MR. PATRICK BOWMAN:   Right.

15                MR. ROBERT CANFIELD:   And that's not

16 to be taken trivially.  I mean, it can be like three

17 (3) or four (4) percentage points, Patrick.

18                MR. PATRICK BOWMAN:   No, no, it's --

19 it's not trivial but compared to -- we -- we already

20 have the data saying that the summer is plus or minus

21 6 percent around the medium compared to the winter.

22 And -- and that's with the opportunity loads included

23 in, so.

24                MR. MICHAEL O'SHEASY:   Also if the --

25                MS. KELLY DERKSEN:   And -- sorry.
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1                MR. MICHAEL O'SHEASY:   -- if the

2 suggestion or the inference is that there's certain

3 assets that are more inclined for causation by a time

4 period, normally utilities don't parse investment by

5 time period of which they're to be used.  It's usually

6 a bundle of costs that are distributed on an

7 allocator, and I would also -- it -- it seems like --

8 if the suggestion is also that maybe the bipoles are

9 driven by a summer need, of course the bipoles are

10 very useful for domestic also to -- domestic obviously

11 peaks in the wintertime.

12                So I -- I'd be a little cautious if the

13 suggestion was that we need to start dividing up

14 investment by time period for allocation purposes.

15                MR. PATRICK BOWMAN:   Oh, we were using

16 a 1CP allocator some time ago before we went to the

17 two (2), and we went to the two (2) at the time that

18 we created one (1) export class for both types of

19 exports, not one (1) for firm versus one (1) for

20 opportunity.  So the -- the green load was the one

21 that we were -- we were -- were looking at in terms of

22 developing a -- the 2CP allocator.  We don't have any

23 dispute on that.

24                MS. KELLY DERKSEN:   We --

25                MR. MICHAEL O'SHEASY:   And -- and
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1 excuse me for interrupting, but that is -- that is not

2 necessary dividing up assets.  That's saying what ass

3 -- what -- what is causing these assets to be incurred

4 --

5                MR. PATRICK BOWMAN:   Right.

6                MR. MICHAEL O'SHEASY:   -- and --

7 whenever that 1CP occurs.  But then for various

8 reasons, as you can imagine, the variability, the --

9 that a 1CP causes, plus who can say that 1CP actually

10 drives costs anyway.  It depends a lot on reserves and

11 what's available.

12                So multiple so -- CPs, I think, are

13 more appropriate, but it doesn't necessarily suggest

14 that the equipment was just necessary for a particular

15 season.  It's part -- it's necessary for a particular

16 coincidence peak whenever that occurs.

17                MR. PATRICK BOWMAN:   You --

18                MS. KELLY DERKSEN:   Can I -- can I --

19                MR. PATRICK BOWMAN:   I just want to

20 clarify though.  When you say 1CP, we always have to

21 accept that Hydro never uses a 1CP for anything or a

22 2CP.  They use a fifty (50) to begin with, by taking

23 in the top hours.

24                MR. MICHAEL O'SHEASY:   Right.

25                MR. PATRICK BOWMAN:   Right, so.
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1                MS. KELLY DERKSEN:   I -- I just wanted

2 to add, I believe if I have read the -- the past

3 record correctly, I -- I know I wasn't around at the

4 time, but it was my understanding that we moved to a -

5 - the -- the direction flowing our of Order 703 in

6 2003 was to incorporate a 2CP allocator as well as an

7 export class differentiated between dependable and

8 opportunity sales.

9                That was the direction flowing out of

10 that order.  And we came back eventually with respect

11 to the export class in 2006 saying, Yes, we -- we were

12 prepared to go down the path to have an export class

13 differentiated between dependable and opportunity

14 sales.

15                And at that time 2CP -- the -- the use

16 of 2CP had been employed in our cost-of-service study

17 for a couple of years.

18                MR. PATRICK BOWMAN:   Yeah, that's -- I

19 think that's the -- the issue of 2CP arising out of

20 2003 is accurate.  At that time there was no -- there

21 -- there -- Hydro was proposing a 12CP based on a

22 transmission tariff type of rate design.  And there --

23 there was no export classes being run.

24                It was an idea that came out of -- you

25 know, was -- was discussed and came out of the Board
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1 and it was musing about whether firm might be

2 different than opportunity.  But it wasn't until 2006

3 that we actually some results out of that.  But I -- I

4 accept your -- your characterization, having been

5 there.

6                So I guess the question on this one to

7 -- just to sew up is, and this is probably to

8 Christensen, when we look at tran -- how transmission

9 tariffs are developed, in -- in most cases a 12CP

10 allocator -- there -- there are some tests that people

11 apply in other places that look at whether you should

12 look at a winter peak driver, a summer peak driver, or

13 a 12CP all -- sort of all seasons driver.

14                And -- and those have gone throu --

15 have -- have had some chance to develop over time.  Is

16 that --

17                MR. ROBERT CAMFIELD:   That's -- that's

18 exa -- exactly right.  We know utilities that use in

19 fact a 12CP --

20                MR. PATRICK BOWMAN:   Yeah.

21                MR. ROBERT CAMFIELD:   -- monthly

22 coincident peaks, others that use more seasonal CP,

23 coincident events such as Manitoba Hydro right here.

24 Then of course, Patrick, there is the FERC test, as

25 you perhaps know.
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1                I -- I take issue with the FERC test,

2 actually, but.

3                MR. PATRICK BOWMAN:   But none the

4 less, there's a concept --

5                MR. ROBERT CAMFIELD:   Yeah.  There's -

6 - there's a --

7                MR. PATRICK BOWMAN:   -- and even then

8 they don't --

9                MR. ROBERT CAMFIELD:   -- there's --

10                MR. PATRICK BOWMAN:   -- three but they

11 mean three (3) as in the three (3) summer months or

12 the three (3) winter months, as I recall them?

13                MR. ROBERT CAMFIELD:   That's correct,

14 yeah.

15                MR. PATRICK BOWMAN:   M-hm.  So

16 effectively it's a seasonal peak.  It's just whether

17 you average across one (1) month or three (3), and we

18 do fifty (50).

19                MR. ROBERT CAMFIELD:   And how you

20 might want to average.

21                MR. PATRICK BOWMAN:   Right.  Okay.  I

22 might follow that up a bit more.  I want to make sure

23 I don't miss other things.  We've document...

24

25                       (BRIEF PAUSE)
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1                MR. PATRICK BOWMAN:   We have a

2 document that isn't in the hearing yet but it has a

3 graph that I'm pretty sure has been before the PUB

4 before, nonetheless.  It is -- I sent the -- the Board

5 and -- and Manitoba Hydro a link to it, but it's the -

6 - the Bipole III Project Need and Justification and

7 Alternatives filing that was done with the Clean

8 Environment Commission.

9                And it's -- here's -- it's been pulled

10 up on the screen now, but it's from Hydro's website

11 and there's just one (1) graph in I'd like to be able

12 to use.  It's pag -- page 2-6.  And I don't know the

13 best way to deal with this, whether we should first

14 consider this an undertaking to have it filed so that

15 it goes into evid -- I -- I don't know you want to

16 deal with it in the workshop context?

17                THE FACILITATOR:   I -- I was hoping

18 that Manitoba Hydro for general discussion purposes

19 can work with you.  And if we run into difficulty then

20 we can follow some other path.

21                MS. ODETTE FERNANDES:   I can -- I can

22 confirm that we don't have an issue going through the

23 document, with the understanding that Dr. Swatek

24 wasn't at the Bipole III CEC hearing, and I believe he

25 wasn't involved in the preparation of this graph.  But
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1 he is prepared to discuss the issues.

2                MR. PATRICK BOWMAN:   And -- and by the

3 time we're done we may just take it as an undertaking

4 to have them file this or the appropriate document of

5 Hydro's that...

6                THE FACILITATOR:   All good.

7                MR. PATRICK BOWMAN:   Okay.  So I've --

8 I've got this document, and I'm comparing this to the

9 presentation that was done, page 29, which shows your

10 domestic loads.  And I just want to make sure we're --

11 we're un -- under -- so page 29 of your presentation.

12 And when you went through page 29 of your

13 presentation, it may not be necessary to go there, but

14 I believe Mr. Cormie made the comment that the -- the

15 peak in that graph is about -- is at about 4,700

16 megawatts for the domestic load in what -- whatever

17 year there is being modelled.  I believe it's 2014.

18                MR. DAVID CORMIE:   Yeah, that's

19 correct, Mr. Bowman.

20                MR. PATRICK BOWMAN:   And -- and this

21 graph in the -- in the one (1) -- one (1) in front of

22 us is more the green line, which I think is supposed

23 to be picking up effectively the same type of load.

24 And it's about twenty (20) -- or about forty-seven

25 hundred (4,700) in about 2014.  Or that -- that's --
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1 it's the same idea.

2                MR. DAVID CORMIE:   Yes.

3                MR. PATRICK BOWMAN:   And this -- just

4 maybe it'd be helpful if -- if you could just explain

5 the gra -- I could try it, or so -- but just to

6 explain what the green and the blue line do, and why

7 this is the case for b3.

8                MR. DAVID CORMIE:   I think we'll let

9 Dr. Swatek explain that.

10                DR. DAVID SWATEK:   Okay.  You're

11 looking at figure 2.2-1 there?

12                MR. PATRICK BOWMAN:   Yes.

13                DR. DAVID SWATEK:   Okay.  The figure,

14 the green line, is showing increasing load growth and

15 the blue line is showing our ability to meet that --

16 that load in -- in the absence of the HVDC system.

17 Now, it shows various imp -- improvements coming on --

18 online at various times, but even with the most --

19 even with the Riel sectionalization that happened in

20 2014, there is still a deficit be -- between that

21 winter peak load and our ab -- ability to service that

22 -- that load.  That's -- I believe that's what this

23 graph is showing.  And Odette was absolutely correct

24 when she said I -- I was not around when this graph

25 was prepared.  But I -- I'm -- I'll give it a shot at
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1 -- at discussion -- at discussing it, yes.

2                MR. PATRICK BOWMAN:   Okay.  That --

3 that's fine.  And if you want to let us know that if

4 you would do it differently and come up with something

5 different that -- that's fine.  It was -- it was

6 simply to get the -- with -- that -- that the blue

7 line moves up and down -- or the purple, whatever that

8 is -- moves up and down a bit as you do -- do

9 different improvements on the system.  But none of

10 them address in a major way this deficit that's been

11 there for a long time and is growing.  Which is why

12 Bipole III eventually becomes needed.

13                Is that a fair description?

14                MR. DAVID CORMIE:   Yes, and I think if

15 you went to that drought winter supply demand chart, I

16 think -- I'm not sure if it's page 29 or page 30 from

17 yesterday's presentation.  And -- and this is a --

18 this is a -- keep going.  The next page.  Keep going.

19 Next one, next one.  So this is the kind of situation

20 that you can see when we were maximizing imports, so

21 that's the -- the yellow at the bottom is 700

22 megawatts of imports -- around 700 megawatts.  Then

23 you've got your thermal on at -- at maximum output.

24 And there are no exports because we're -- we're not

25 long energy.
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1                And the blue line is the hydro that's

2 available under that drought condition.  But it -- but

3 -- but now imagine if we lost 1,500 megawatts of that

4 hydro that's coming up from northern Manitoba out of

5 that blue area.  So -- and I -- I think it looks like

6 the daily average load there in total is around 3,000

7 -- let's say 3,700 megawatts.  So if you took out

8 1,500 megawatts of that because you've lost that 1,500

9 megawatts that's coming from the north you could see

10 that -- that that blue area would -- would drop by

11 1,500 megawatts and there would be a whole bunch of

12 load that could not be served.

13                MR. PATRICK BOWMAN:   This isn't --

14 this day is -- is December 11th, 2012.  This isn't

15 your same peak day.  We use 4,700.  This is probably

16 43 or something, right, that --

17                MR. DAVID CORMIE:   Right.  But -- but

18 aga -- but if you lose -- if you lose the bipoles, you

19 lose that -- that 1,500 megawatts.  And the question

20 is how much load would be unserved.  And this is just

21 an example.  You'd have to take 1,500 megawatts out of

22 that blue area.

23                MR. PATRICK BOWMAN:   Right.  So if we

24 look at that -- the purple line in the graph that was

25 in the Bipole document, it eventually maxes out about
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1 three thou -- 3,400 absent Bipole III if you lost

2 Dorsey, somewhere in that range, three thousand

3 (3,000) --

4                MR. DAVID CORMIE:   Yes, yes.

5                MR. PATRICK BOWMAN:   -- you know,

6 assuming you did the seven (7) improvements you were

7 talking about.  So if we go back -- now, if we can

8 flip back to the presentation, 3,400, you're -- you

9 could see the line across there.  There's your

10 unserved on December 11th.  And it would be even more

11 if you were at the day that hit 4,700?

12                MR. DAVID CORMIE:   Right.

13                MR. PATRICK BOWMAN:   And when we say

14 'imports', I don't know the -- this yellow imports is

15 -- this is actually a scenario where you make a

16 decision on this -- these imports because it was the -

17 - the model or the logical or the economic thing to do

18 with respect to those imports.

19                Is that where the yellow --

20                MR. DAVID CORMIE:   Right.  And we have

21 700 megawatts of firm import capability.

22                MR. PATRICK BOWMAN:   Right.  So if I

23 go back to the -- the previous graph, the -- the

24 Bipole I, you said this -- the -- the blue -- or the

25 bluey purple part says:
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1                   "Manitoba Hydro to supply without

2                   Bipoles I and II includes imports."

3                Is that include imports in terms of

4 what is contracted or some type of theoretical maximum

5 or what -- like, how -- how would one come up with

6 that concept?

7                DR. DAVID SWATEK:   That -- that would

8 be what we would call the firm imports, which would --

9 which would be, let's see, prior to Riel,

10 sectionalization was only 600 megawatts, I believe,

11 not it's 700.

12                MR. PATRICK BOWMAN:   So it's not --

13 it's not --

14                DR. DAVID SWATEK:   But I'm not sure

15 exactly what number went onto that -- that curve.

16                MR. PATRICK BOWMAN:   But it's not --

17 it's not a number that you happened to have

18 contracted.  It's a concept of how much we could

19 contract if we wanted to go  and get it?

20                MR. DAVID CORMIE:   No, we have -- we

21 have diversity arrangements for, at -- at generation,

22 over 600 megawatts --

23                MR. PATRICK BOWMAN:   Okay, so --

24                MR. DAVID CORMIE:   -- 200 with Great

25 River, 350 with NSP (phonetic).  That gives you 550 at
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1 -- at southern.  And when you add -- get back to load,

2 or northern load, you add 10 percent, so you're over -

3 - you're over 600 and -- megawatts of contracted

4 energy.

5                MR. PATRICK BOWMAN:   But someone

6 couldn't say go ahead and raise that -- solve the

7 problem by raising the purple line by contracting more

8 imports?

9                MR. DAVID CORMIE:   That's right.  I --

10 I could contract for a thousand, but the transmission

11 system's not capable of bringing it in on a firm

12 basis.

13                MR. PATRICK BOWMAN:   Right.  Okay, so

14 that's why -- and that's why sectionalization helps

15 you?

16                MR. DAVID CORMIE:   Right.  And --

17                MR. PATRICK BOWMAN:   Okay.

18                MR. DAVID CORMIE:   And -- and when we

19 put in the new interconnection we'll go from 700

20 megawatts of firm import capability to 1,400 megawatts

21 of firm import capability.

22                MR. PATRICK BOWMAN:   And that --

23 that's not on this graph?

24                MR. DAVID CORMIE:   That's not on this

25 line, no.
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1                MR. PATRICK BOWMAN:   But this graph

2 says that, even absent that, you -- you would get up

3 to about 3,400 megawatts would that be correct for the

4 -- sort of where the blue line -- you can -- you can

5 get with -- before you have to make the jump to Bipole

6 III, you can do other things, like sectionalization.

7                MR. DAVID CORMIE:   Yeah.  So there's

8 3,400 megawatts of load that could be served, where --

9 whereas the load is, you know, up in the range of

10 4,700 megawatts, so there's a deficit of 1,500.

11                MR. PATRICK BOWMAN:   And this deficit,

12 just to -- for -- going back, it's -- it's been there

13 a while?

14                MR. DAVID CORMIE:   Yes.  Yes, it's

15 been -- the potential has been growing and growing and

16 growing.

17                MR. PATRICK BOWMAN:   Right.  And --

18 and when -- back in -- 2000 or something, the green

19 line is -- the pe -- the Manitoba peak is about 3,700

20 perhaps megawatts and the -- the bluey purple line,

21 this is after Brandon 6 and 7, is about twe -- 2,900,

22 so there was a gap.  And there were still things one

23 could do to -- to raise the blue line, but the gap

24 wasn't as large as what you see going forward, which

25 is why Bipole III was justified.
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1                Is that fair?

2                MR. DAVID CORMIE:   Yes, I think that's

3 what that chart says.

4                MR. PATRICK BOWMAN:   And -- and just

5 to sort of give the opportunity to finish the point.

6 Why was 800 megawatt shortfall acceptable in 2000 or

7 was there -- is -- is there other tricks in the kitty

8 that aren't shown here or...?

9                DR. DAVID SWATEK:   I would say that

10 800 megawatts in 2000 was probably not acceptable.

11                MR. PATRICK BOWMAN:   Okay.

12                DR. DAVID SWATEK:   Yes.

13                MR. DAVID CORMIE:   And I think that's

14 why we said in the storm of September of 1996 that,

15 because of the timing of the event in September, we

16 didn't have a peak load of what this chart would show,

17 around thirty-four hundred (3,400).  We were -- you

18 know, we were in a shoulder season, so we didn't

19 actually have to interrupt any load during that event.

20                MR. PATRICK BOWMAN:   So --

21                MR. DAVID CORMIE:   But had it occurred

22 at the winter peak, you would have had that deficit

23 there.

24                MR. PATRICK BOWMAN:   -- so to do that,

25 when we see this peak is forty-seven hundred (4,700),
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1 if we could go back to the pres -- Hydro presentation

2 slide 29, your point is you're not at forty-seven

3 hundred (4,700) all the time.  If it's in the fall,

4 you're somewhere way down --

5                MR. DAVID CORMIE:   That's right.

6                MR. PATRICK BOWMAN:   -- yeah.  And --

7 and you can -- unlike the slide that follows this,

8 which shows a green line that says exports, you can

9 cut those back and jump back to just only serving your

10 domestic load before you have to start cutting into

11 the domestic load.

12                MR. DAVID CORMIE:   That's correct.

13

14                       (BRIEF PAUSE)

15

16                MR. DAVID CORMIE:   Maybe while we're

17 looking at this chart, if you could go to the previous

18 -- or to the next chart, please.  And -- and we -- I

19 didn't mention this yesterday, but you'll notice the

20 green line, how it has a big bite out of it during

21 September and October.  And the question is:  Why does

22 that bite exist?

23                This was the month when we took the

24 interconnection out of service for Riel

25 sectionalization, and so our export capability went
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1 from 2,000 megawatts down to what our transfer

2 capability would have been with -- without the five

3 hundred (500), so 300 megawatts.

4                So you can see how our generation in

5 September had -- we had to cut our generation back

6 from 4,400 megawatts down to around 3,200 megawatts,

7 because we -- we didn't have access to the export

8 market.  And so that one (1) outage in -- in the fall,

9 there was probably $20 million of electricity that

10 went over the spillway rather than going to the export

11 market.

12                And you can also see in the spring,

13 there's -- in May, there's a little bit of a -- a

14 decline in total generation from about mid-May to

15 about -- there's about a week in there.  And again,

16 that's when the line goes out of service each year to

17 do annual maintenance.  We lose the export capability.

18                And one (1) of the benefits of having

19 the new 500 kV line is you'll still be able maintain

20 your exports because now we have a backup capability

21 from the -- from -- from the new interconnection.  So

22 you could have an outage on one (1) and still maintain

23 those export sales.  So this is one (1) of the

24 additional benefits that we will have from -- from

25 having that winter connection.
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1                And maintenance on these -- this

2 interconnection occurs routinely spring and fall, and

3 each year, there's a cost to exports because of that

4 loss in interconnected capability.

5                MR. PATRICK BOWMAN:   I -- I think

6 that's two (2) quick things that I've got notes on,

7 but I don't know where we are in terms of a break or

8 whatever, because we might have a -- just a clean up.

9                THE FACILITATOR:   It's so

10 entertaining, Patrick, I'm sure we all want you to

11 carry on.

12                MR. PATRICK BOWMAN:   So you want to

13 take a break is what you're saying?

14                THE FACILITATOR:   No.

15                MR. PATRICK BOWMAN:   So I guess just

16 to finish that up, that was the main point of having

17 this chart available.  I don't know if that leads to -

18 - I think it would probably be helpful to us if it

19 were marked an exhibit, an undertaking of Hydro to

20 provide that, or something equivalent that could be

21 useful that Dr. Swatek is comfortable with.  I don't

22 know how you want to deal with the document.  We could

23 just mark this as an exhibit, or I don't -- it doesn't

24 matter.

25                THE FACILITATOR:   Odette, it seems to
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1 me the options are either we could have MIPUG put it

2 in, or they could ask that -- that you put it in, or

3 we could just agree that it's put in as a reference

4 document.

5                MS. ODETTE FERNANDES:   I think because

6 --

7                THE FACILITATOR:   Kurt needs a number.

8                MS. ODETTE FERNANDES:   -- I think

9 because it's a Manitoba Hydro document, we can mark it

10 as a Manitoba Hydro exhibit.  That's fine.

11                THE FACILITATOR:   Okay.  Thank you.

12

13 --- EXHIBIT NO. MH-21:     Manitoba Hydro Clean

14                             Environment Report of

15                             Bipole III

16

17                MR. PATRICK BOWMAN:   And just as a

18 final check, if -- if there's -- is -- if -- if this

19 one's okay, you're fine with that graph as opposed to

20 saying you weren't familiar with that one and you'd

21 want to see if there was something you're better

22 comfortable to speak to, or...

23                DR. DAVID SWATEK:   Well, we're

24 constantly developing new graphs.  There is a new

25 graph every day, but -- but this graph -- you know,



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

431

1 it's on the Hydro website.  We -- it -- it was part of

2 our presentation to the Clean Environment Commission.

3 You might as well still use it.  Sure.  Yeah.

4                MR. PATRICK BOWMAN:   And other than

5 being updated and not as fancy, it's not inaccurate in

6 any way?  It's not...

7                DR. DAVID SWATEK:   Right, yes.

8                MR. PATRICK BOWMAN:   I just had one

9 (1) note here.  There was a question that I guess we

10 explored a bit and -- and Antoine tells me we may not

11 have -- we may have got lost in my multi-part

12 questions, was just we -- we may not have answered and

13 addressed whether if you took the AC system that's

14 there today and you didn't have the opportunity sales

15 load occurring on it, would we be in the same

16 situation with some of the issues you're talking about

17 for summer voltage or investment needed for a lot of

18 that -- the -- the summer cost drivers to --

19 investment in the system?

20                In other words, is -- is the -- is the

21 load level, when you include opportunity sales, going

22 whatever direction you're going, part of what causes

23 those voltage issues or is it simply the nature of the

24 load, even if it -- the load were much lower?

25                DR. DAVID SWATEK:   The opportunity
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1 sales would not be included in the system planning

2 studies.  We would just be looking at the firms -- we

3 would -- we would consider the -- the firm contracted

4 exports.  I'm not sure what the terminology Mr. Cormie

5 would -- would use, but there -- but -- but there are

6 firm con -- contracted sales.

7                We would in -- include those.  We

8 wouldn't include opportunity sales.

9                MR. PATRICK BOWMAN:   But if you -- if

10 you have -- have a -- a transmission capital review

11 process like most utilities are familiar with, they

12 would have sort of the hot spots of areas that are of

13 concern.  And as load grows, those are going to be our

14 future concerns, and we've got to think about either

15 new equipment, or new lines, or bolstering that.

16                And it would be based on looking what's

17 -- what's happening now, are we having voltage issues,

18 or what if we have an N minus 1, do we end up with

19 voltage issues, presuming a certain underlying load.

20 And that underlying load would be what you're

21 experiencing, including the opportunity sales you're

22 making this day -- these days.

23                Is that not fair?

24                DR. DAVID SWATEK:   Those hot spots are

25 based on the -- the corporate load forecast.  So it's
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1 whatever is part of that corporate load forecast.

2                MR. PATRICK BOWMAN:   And -- and when -

3 - when we're talking about those type of voltage

4 issues, like, are those ad -- are those things that

5 were -- are more of the -- the sub-transmission type

6 of function, the -- the lower than 100 kV as opposed

7 to the two thirties (230s), or is it also at the two

8 thirty (230) level?

9                DR. DAVID SWATEK:   No, that would also

10 be a 230/115 kV issue, yes.

11                MR. DAVID CORMIE:   So -- so, Mr.

12 Bowman, we have an export contract that requires us to

13 supply firm power.  And -- and so Manitoba Hydro goes

14 to the transmission business unit and contracts for

15 transmission service so that we can deliver that power

16 to the border.

17                And so we're responsible under our

18 contract with our export customer for acquiring the

19 transmission that's necessary.  So to the extent that

20 we have a transmission contract to support an export

21 sale, our transmission business unit will design our

22 system around that.  And -- and we have rollover

23 rights on those transmission contracts, and we may

24 chose to roll those over to extend the contract, or we

25 can choose to let those expire.
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1                But whatever -- what -- whatever we

2 have under contract, those form part of the firm load

3 that the -- that the transmission system in Manitoba

4 has to be designed for.

5                MR. PATRICK BOWMAN:   And -- and that's

6 equally true for, say, tran -- transmission to deliver

7 power to a Saskatchewan sale, or an Ontario, as it is

8 for the US?

9                MR. DAVID CORMIE:   That's right.  We -

10 - we acquire the transmission in Manitoba under our

11 tariff as would any other transmission customer would.

12                MR. PATRICK BOWMAN:   Okay.  Okay.

13 Quick ones.  Okay.  Moving onto some hopefully quick

14 ones.  PUB-71E, page 5.

15

16                       (BRIEF PAUSE)

17

18                MR. PATRICK BOWMAN:   And this may be

19 as simple as we're looking at two (2) different IFF

20 type numbers, 71E -- yeah, the fifth page of this IR.

21                MS. KELLY DERKSEN:   I'm sorry, can you

22 point us in the right direction?  We only have up to

23 page 4 here.  71 -- oh, I'm sorry, I've got it.

24                MR. PATRICK BOWMAN:   71E, there we

25 are.  Echo, yeah, and then fifth page.  It has the
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1 Bipole III and Riel station.  And if I go to sort of

2 the early years of in-service of this Bipole III and

3 Riel, it comes up with a number that if I add up all

4 the cost elements, is closing in on 400 million a

5 year, although it's offset for a temporary time by the

6 -- amortizing the deferred Bipole reserve of about 87

7 million to come down to about three hundred (300)

8 something.

9                And I think these are, you know, modern

10 IFF numbers.  Whatever, IFF-15, I guess.  Is that --

11 is that fair?

12                MS. KELLY DERKSEN:   I'm sorry, you're

13 looking at Bipole III and the --

14                MR. PATRICK BOWMAN:   Bipole III and

15 Riel --

16                MS. KELLY DERKSEN:   -- middle rows of

17 -- of numbers and -- and which years, please?

18                MR. PATRICK BOWMAN:   And we can look

19 at 2021, for example.  And there's all -- you know,

20 almost 400 million by the time you add up finance, 'O'

21 and 'M', and depreciation, and capital tax, offset by

22 about -- almost 90 million of amortizing the Bipole

23 III reserve.

24                MS. KELLY DERKSEN:   Yes, I see that.

25                MR. PATRICK BOWMAN:   And then -- but
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1 then when we flip back to the PUB -- I believe PUB --

2 PUB-70 -- and I -- it is the page where Bipole first

3 starts showing up, which, I believe, is -- it's at

4 page 7 of 11.

5                MS. KELLY DERKSEN:   Yes.

6                MR. PATRICK BOWMAN:   And the -- the

7 annualized Bipole revenue requirement in this one with

8 Riel is more like two seventy-one (271).  And so I --

9 I presume it must include that temporary deferral

10 offset, but there must be some other offset that I'm -

11 - I -- we're missing there.  And I was just wondering

12 if you knew what that was, or could look into what

13 that was.

14                MS. KELLY DERKSEN:   Yeah, just one (1)

15 moment, please.

16

17                       (BRIEF PAUSE)

18

19                MS. KELLY DERKSEN:   Yes, I'm -- I'm

20 reminded that we -- out of the Bipole III revenue

21 requirement, if you -- if -- if that's what you want

22 to call it, in PUB-71, part C, that includes the AC

23 component of Riel, which for cost-of-service purposes,

24 we've backed out, because we have functionalized it as

25 transmission.
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1                MR. PATRICK BOWMAN:   So it would be an

2 -- an adder in the transmission category of this --

3 well, sorry.  This breakdown -- yeah, there's a

4 transmission category as well.  So it would be in the

5 part called 'transmission'.  Riel two thirty (230) --

6 it's another 23 million in this number, a -- a few

7 rows down, I just noticed.

8

9                       (BRIEF PAUSE)

10

11                MR. PATRICK BOWMAN:   Is that the

12 portion you mean?

13

14                       (BRIEF PAUSE)

15

16                MS. KELLY DERKSEN:   We believe that's

17 -- that's true.  We may have to take that subject to

18 check.

19                MR. PATRICK BOWMAN:   That -- that's

20 fine, but I -- I just wanted to con -- confirm that

21 there was about 400 million in costs, almost 100

22 million in a temporary offset, taking you down to a

23 little over three hundred (300).  This one is a little

24 below three hundred (300).  If you could just make

25 sense of them.  Like I said, it might be different
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1 IFFs if -- I -- I'm not sure if that...

2                I -- I just have one (1) area, but it

3 may be better after a break or whatever.  Or we can go

4 now, if you want.  It's two (2) minutes, hopefully.

5 And this -- this is just pulling up Order 116/'08.

6 It's a follow-up on something from yesterday.  I don't

7 know if you have Order 116/'08?

8

9                       (BRIEF PAUSE)

10

11                MR. PATRICK BOWMAN:   And I -- I'm

12 going to be referring to pages 258 and 269 eventually.

13 But if I understood your statements yesterday -- oh,

14 sorry, I'll...

15

16                       (BRIEF PAUSE)

17

18                MR. PATRICK BOWMAN:   If I understand

19 your statements yesterday, you said that when it comes

20 to allocating costs to an export class, we can get

21 into looking at assets and what -- what -- carving

22 them up in terms of What does exports do here, what

23 does exports do there.  But we have to remember that

24 we're not ultimately setting rates for exports.  We're

25 only using that for the purposes of an allocation.
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1                And that the end result shouldn't be

2 counterintuitive, that it -- that in -- in Hydro's

3 mind, exports are a -- a lower class, a lower quality,

4 second priority, and therefore, should be out of the

5 cost-of-service that is cheaper than an equivalent

6 sale in Manitoba that's firmer and the like.  It

7 should come out at the lower value, and if it didn't

8 do that, then clearly your study had something wrong

9 in it.

10                Is that a fair summary of -- of part of

11 your -- your review of exports yesterday?

12                MS. KELLY DERKSEN:   The -- the piece

13 that was missing in that statement, in my mind, is

14 that we build for Manitoba.  And to the extent that

15 there is incremental energy available to surplus, we

16 do.  So I'm not sure how one can rationalize charging

17 to the export class costs that exceed those that

18 Manitoba customers are -- are -- should ultimately be

19 responsible for.  And, in fact, all that does is just

20 shift cost responsibility between domestic customer

21 classes.  What's the point?

22                MR. PATRICK BOWMAN:   Right.  And --

23 but your -- your end comment was -- as I understand

24 it, is if -- if you came up with a number of -- of 'X'

25 for high voltage firm type of service in Manitoba, you
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1 know you've got a problem if your exports are higher

2 than 'X' as a unit price or unit cost?

3                MS. KELLY DERKSEN:   With the caveats

4 that I just provided, I -- I accept that, yes.

5                MR. PATRICK BOWMAN:   Yeah, okay.  So

6 the only thing I wanted to go is, as I understand it,

7 this is sort of still Manitoba Hydro's consistent

8 position from this order.  And in this pa -- the first

9 page we pulled up here, 2 of D8, if you go to the

10 bottom half of that page there's some text.  And I

11 just wanted to make sure I was understanding if this

12 was a different argument than Hydro made at that time

13 versus the same one.

14                Here is says -- it -- it inserts a

15 table from -- from MIPUG's evidence of the -- at that

16 hearing and -- and says the table illustrates that,

17 for the large customers, Hydro's embedded historic

18 cost per kilowatt hour is three point two nine (3.29)

19 compared to four eight three (4.83) for the export

20 class.  It goes on to say that:

21                   "Manitoba Hydro opined that the view

22                   was counterintuitive and that the

23                   embedded bulk GNT costs of export

24                   sales should not be higher on a unit

25                   basis than embedded costs to
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1                   transmission voltage domestic

2                   customers and probably should be

3                   lower than that of similar domestic

4                   sales."

5                That's effectively the same type of

6 argument you're putting in now, as I understand it.

7 Is that -- is that fair?

8                MS. KELLY DERKSEN:   You know, these

9 are not our words, so I'm a little uncomfortable

10 confirming that.  But generally, the -- the messages

11 are the same, yes.

12                MR. PATRICK BOWMAN:   And I guess I

13 just want to understand, because if I go now to the

14 page 269 of this order -- 269.  And now we're in the

15 part where there's the Board findings.  And the Board

16 makes some comments about -- in (1) and (2) about how

17 to allocate the export class.  But then there's a very

18 short paragraph.  If you could scroll up just a little

19 bit, Diana.  It says:

20                   "The Board understands that this

21                   will result in more costs being

22                   allocated to the export class.  And

23                   as a result, unit export prices will

24                   rise above five (5) cents."

25                Which is clearly above the numbers we
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1 were talking about for the transmission voltage

2 customers in Manitoba.  So I guess this is a fair

3 opportunity just to say, as I understand this, Hydro

4 previously said they didn't think exports should have

5 a cost higher than transmission service customers in

6 Manitoba.  They had comparable numbers to put in this

7 report.

8                And the Board said, No, we're fine,

9 and, in fact, exports costs could at -- higher than

10 five (5) cents, we -- we recognize that.  Is there

11 something new to Hydro's arguments compared to what

12 was here, or is it just, like -- like I said just had

13 a chance to say, or -- or is it really just

14 reiterating the -- the items that were dealt with

15 then?

16                MS. KELLY DERKSEN:   I would say that

17 we're just fundamentally at odds with respect to that

18 -- that direction.

19                MR. PATRICK BOWMAN:   That's fine.  I

20 just wanted to see if there was something that I was

21 missing in terms of new because I -- I saw largely the

22 same discussion.  Thanks.

23                MR. MICHAEL O'SHEASY:   Patrick, I --

24 I'm not familiar with how these numbers will

25 calculate.  But we also have to recognize that these
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1 are cents per kilowatt hour.  I presume their cost and

2 not revenue-related, but they're cost-related.

3                MR. PATRICK BOWMAN:   Their costs,

4 yeah.

5                MR. MICHAEL O'SHEASY:   And they're

6 cents per kilowatt hour.  And, of course, in cost per

7 service we allocate costs on items other than pure

8 kilowatt hours.  We'll have a CP allocated, for

9 example.  And so to the extent that one (1) class has

10 a load shape that has higher coincident peaks and less

11 kilowatt hours, that affects a unit cost measured on

12 cents per kilowatt hour.

13                So I think, at least my -- my position

14 is that, if -- in order to make the comparison you

15 need to compare the cost divided by the cost driver.

16 If it's a CP kW, then divide it by CP kW.  Then in

17 that case, I would think that the cost per CP kW would

18 be the same.

19                MR. PATRICK BOWMAN:   This number,

20 because it originally relates to a MIPUG table, I can

21 tell you this number was simply taken costs as -- as

22 an overall average cents per kilowatt hour.  It could

23 have -- take all -- all of the costs, whether they are

24 peak costs or customer costs, whatever, put them in an

25 average cents per kilowatt hour.  And it was really
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1 comparing industrial versus export, which are the

2 different load shapes.

3                They're similar types of customers in

4 terms of the voltage they're served at and the assets

5 that are ultimately going to be allocated to them.

6                MR. MICHAEL O'SHEASY:   Right.

7                MR. PATRICK BOWMAN:   But it turned

8 into ce -- an equal cents per kilowatt hour, so that

9 was just to keep the record or workshop clear.  And --

10 and it was -- I think, in fairness to Hydro, the case

11 is exports have characteristics as well as load shape

12 that would make them lower cost to serve.

13                And -- and I just wanted to understand

14 if the Board previously said it wasn't persuasive.

15                MR. MICHAEL O'SHEASY:   Yeah.

16                MR. PATRICK BOWMAN:   I didn't know if

17 that persuasiveness argument had changed.

18                MR. MICHAEL O'SHEASY:   I understand.

19 I'm just trying to make the point, to make a true

20 comparison, you need to be talking apples and apples

21 rather than apples and a fruit basket.

22                MR. PATRICK BOWMAN:   I think that's it

23 for us.

24                THE FACILITATOR:   Great.  Thank you on

25 the apples to fruit basket thing, let's take a fifteen
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1 (15) minute break until twenty (20) to.

2

3 --- Upon recessing at 10:24 a.m.

4 --- Upon resuming at 10:45 a.m.

5

6                THE FACILITATOR:   All right.  I think

7 we're sort of ready.  So it's over to you now, Bill.

8

9 QUESTIONS BY CONSUMER COALITION:

10                MR. BILL HARPER:   Thank you.  Maybe if

11 we could turn to your -- your response to MIPUG 7(f).

12 If we could turn that up on the screen?

13

14                       (BRIEF PAUSE)

15

16                MR. BILL HARPER:   Just keep scrolling

17 down.  I think -- yeah.  I guess -- right.  I just...

18

19                       (BRIEF PAUSE)

20

21                MR. BILL HARPER:   And actually I was

22 just looking at the second paragraph in the response

23 to part F, and we were talking about the fact that the

24 use of a number of hours, in this case you had picked

25 fifty (50), captures a more representative array of
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1 the -- of the peak conditions than using just one (1)

2 hour.

3                And I'm not questioning the fact you're

4 using multiple hours.  I was just wondering if you

5 have any recollection as to -- at the time this --

6 this was done as to why fifty (50) was chosen as

7 opposed to twenty-five (25) or seventy-five (75), or

8 some other -- other number.

9                And in conjunction with that, whether

10 or not in that same context you'd done any review of

11 whether the fifty (50) as opposed to some other number

12 continued to be appropriate to use for -- for this

13 particular submission.

14                MS. KELLY DERKSEN:   We've done some

15 research in -- into that, and have had some

16 discussions with -- with Mr. Wiens, who would have

17 been responsible for this at the time, and we -- there

18 wasn't a magic to the fifty (50), Mr. Harper.

19                It was better than one (1), and beyond

20 that it -- I -- you know, there -- there probably was

21 some research into the -- the fifty (50) at the time,

22 but we have been unable to locate it.

23                MR. BILL HARPER:   No, the -- the --

24                MS. KELLY DERKSEN:   It was, you know,

25 1996-ish, and we haven't done anything further to, you
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1 know, disprove that number to be appropriate.

2                MR. BILL HARPER:   No, that's fine.  I

3 just thought if there had been a specific piece of

4 analysis and, you know, obviously then we could update

5 it but if -- but if there isn't some basis for that,

6 that -- that's fine.

7                Maybe staying with the MIPUG's IRs, if

8 we could move to MIPUG-10(c)?  And here we're talking

9 about the -- the determination of the energy allocator

10 for the -- you know, the -- the -- 2CP allocator and -

11 - and how -- how it's done for exports.  And -- yes,

12 right there.

13                And I guess I was just curious.  This -

14 - this states that, you know, the -- the export energy

15 used to calculate the allocator, you say, includes

16 both dependable and opportunity exports but is reduced

17 by the on peak opportunity purchases.

18                And I -- so it really doesn't -- when

19 you're applying your -- your coincidence factor, your

20 load factor to it, you aren't -- you aren't acquire it

21 -- excuse me, applying it to the total energy for

22 these exports.  You're applying it to the total energy

23 less the on peak pur -- purchases, if -- if I

24 understand this response correctly.

25
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1                       (BRIEF PAUSE)

2

3                MS. KELLY DERKSEN:   The -- the

4 statement is correct.  It is --

5                MR. BILL HARPER:   Okay.

6                MS. KELLY DERKSEN:   -- with respect to

7 purchases.

8                MR. BILL HARPER:   And I guess I -- I

9 think in principle I understand why, but I'd rather

10 maybe if you could explain to me why for the purposes

11 of the 2CP allocator for transmission you've sort of

12 decided that you -- on -- you know, there should be a

13 reduction in the energy for on peak pur -- purchases.

14                If you could maybe explain that, give -

15 - give me the rationale for it as opposed to just

16 using total export en -- energy?

17

18                       (BRIEF PAUSE)

19

20                MS. KELLY DERKSEN:   The purchases that

21 are spoken about in this response are with respect to

22 purchases of energy that don't enter Manitoba.  And so

23 the reduction is made to recognize that that's a

24 transaction that occurs extraprovincially, if you

25 will.
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1                MR. BILL HARPER:   So the principle

2 being in that case they really aren't using Manitoba

3 transmission, because the purchases are being made

4 outside to offset outside sales.  I understand.

5 That's what I thought it was.  I just wanted to

6 confirm in my mind that that was the rationale.

7                MR. DAVID CORMIE:   Yeah, Mr. Harper,

8 you're -- you're right.  There's a difference between

9 imports and purchases.  Purchase is energy that we

10 buy.  Imports is energy -- is that we buy that

11 actually comes into Canada.  And those numbers aren't

12 necessarily the same thing.

13                And so if we have an export sale we may

14 purchase to serve that sale, but that purchase doesn't

15 come into Canada.  It stays in the US where -- where

16 the sale obligation was.

17                MR. BILL HARPER:   Now, I -- I'm sorry.

18                MS. KELLY DERKSEN:   And I was just

19 going to add, Mr. Harper, that this was important at

20 the time, that there -- there was direction from the

21 Board to have a -- a one (1) export class only.  But

22 now, because we have no transmission costs allocate --

23 fixed transmission costs allocated to opportunity

24 sales, I think this has some history that it's not

25 particularly appropriate for today.
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1                MR. BILL HARPER:   Okay.  Because

2 actually what I was going to ask was I don't think you

3 -- you don't -- you can confirm, you don't make a

4 similar adjustment to exports when you're coming up to

5 -- to develop the weighted energy factor that you're

6 developing to allocate generation costs.  You use the

7 full export volumes?

8                Like you use the full export energy in

9 each of the twelve (12) periods in order -- when

10 you're doing the wei -- weighted energy allocators for

11 -- for gener -- for generations.

12                Is that correct?

13                MS. KELLY DERKSEN:   Yes, because we

14 have to allocate the generation cost, which would

15 include that purchase.

16                MR. BILL HARPER:   Okay.  So it

17 includes the purchase val -- okay, I understand.

18 Because I was struggling with the fact that, well, if

19 you did allocate it here and we're -- we're meeting

20 load, that again, the same -- where the same principle

21 wouldn't apply, we're sort of serving, you know -- the

22 -- the load we're serving is outside of Manitoba.

23 We're meeting it with purchases.  We're purchasing

24 from outside of Manitoba.

25                But in this case since the purchase are
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1 act -- actually in what we're allocating we have to

2 include it in?

3                MS. KELLY DERKSEN:   Yes, that's right.

4                MR. BILL HARPER:   Okay.  Fine.  I was

5 trying -- I understand now why -- why the different

6 treatment.  That's fine.  Thank -- thank you very

7 much.  I wanted to ask you a little bit -- you had

8 some conversation with Mr. Bowman about sort of the

9 different types of transmission and they way they were

10 allocated.

11                And I was just curious about the

12 treatment.  You know, when it comes to the treatment

13 of sort of the transmission net -- network, the logic

14 for including exports in -- into that allocation

15 factor in the fact that exports are, you know, are --

16 are used -- you make firm contracts for transmission

17 use.  What I was curious about was you also include

18 exports in the allocation of the non-tariffable

19 transmission, if I'm not mistaken.

20                When you're coming up with your 2CP

21 allocator for non -- for non-tariffable transmission I

22 believe you use the same -- or do you use the same

23 allocator that includes exports as well in that case?

24

25                       (BRIEF PAUSE)
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1                MS. KELLY DERKSEN:   Yes, that's

2 correct.

3                MR. BILL HARPER:   And I was just

4 wondering whether, you know, we've talked about the

5 spider diagram and the different uses of, you know --

6 and whe -- whether that -- and whether in principle --

7 maybe you can comment on whether in principle that

8 makes sense -- sense, since the non-tariffable

9 transmission by definition is transmission that from a

10 -- sort of at least from a MISO perspective or

11 perspective isn't be used at all or required at all to

12 sort of serve exports, why the exports would be

13 included in that part of the allocation.

14

15                       (BRIEF PAUSE)

16

17                MS. KELLY DERKSEN:   I'm un -- I'm --

18 if I'm understanding correctly there's a fair amount

19 of investment in transmission related to Wuskwatim.

20 And at the time that this was prepared we weren't

21 certain whether that transmission related to Wuskwatim

22 was going to be tariffable or not.  I think it has

23 subsequently been determined that it's -- it -- it is

24 eligible for tariff purposes.

25                And so in the next cost-of-service
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1 study we may -- we'll -- we'll have to make some

2 modifications to adjust that out, that -- that

3 transmission investment with respect to Wuskwatim out

4 of the non-tariffable sub-function, if you will, of

5 transmission.  There may be some -- there is also

6 other transmission that -- not -- is not necessarily

7 dedicated transmission in the non-tariffable

8 component.  But, you know, we'd have to dig deeper to

9 -- to tell you exactly what that is.

10                MR. BILL HARPER:   No, but -- I -- I

11 guess -- but I guess it sounds to me you're talking

12 about that sort of the exports were included because

13 there was some uncertainty about the -- sort of

14 transmission associated with -- with Wuskwatim.  And

15 since that, I guess is -- was, you know, clearly

16 something that was probably being used to help get

17 generation out to eventually a num -- number of

18 customers, one (1) of which would be exports, though

19 it -- it was included.  Exports were included.

20                But I guess if you do this re-shift it

21 would be fair to say you'd probably have to re-think

22 again whether or not the non-tariffable, now that

23 we've more closely defined exactly what it is -- sh --

24 whether the allocation should include exports or

25 perhaps just include the domestic customers.
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1                MS. KELLY DERKSEN:   Yes, whether that

2 the non-tariffable sub-function should be included in

3 the 2CP allocator and for purposes of allocating to --

4 to exports.  Yes, that's fair.

5                MR. BILL HARPER:   Okay.  Fine.  Thank

6 you.  And this -- this last one (1), I think it's more

7 of a matter of a -- of maybe of a ge -- just -- just a

8 brief undertaking, if I could ask you rather than try

9 to sort of reconcile the numbers right here.  But I

10 noticed there was a table you provide in response to

11 MIPUG-10(c)?  It was a table -- I think there's a

12 table a little bit further on down.  If you scroll on

13 down to the lines that are showing the -- the export

14 values.

15                I guess if I add up all of the exports

16 at -- at the far end, I have a -- I have a value there

17 for dependable exports of about five point one (5.1),

18 if -- if you see.  And a total of -- if you add those

19 -- and a total of nine eight three four (9,834).

20 Okay.  Right.  If -- if I go to the -- and like --

21 this is like I just said, I'll leave -- leave this

22 with you.  It's probably easier than trying -- because

23 I'm referring to the spread -- the -- the Excel model

24 that you provided for the energy and demand

25 allocators.  You provided an Excel model, which showed
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1 the calculation of energy demand allocators.

2                And -- and it's under the forecast

3 weighted energy tab.  You show -- you show exports,

4 and you show the same total not in the nine (9) --

5 nine point eight three four (9.834), but the value

6 there you showed for dependable exports was -- was

7 different actually.  So I -- I was wondering if maybe

8 -- and like I said, rather than trying to struggle

9 through the tabs right now, maybe you could just look

10 at that and compare those two (2), and to the extent

11 they are different maybe just reconcile and say which

12 one (1) I correct, or why -- why there's a difference.

13

14                       (BRIEF PAUSE)

15

16                MS. KELLY DERKSEN:   We'll -- we'll

17 take that away.  We've simply made a -- a mathematical

18 --

19                MR. BILL HARPER:   Transposition or

20 something?  Yeah.

21                MS. KELLY DERKSEN:   -- transposition

22 error, yes.  Yeah.

23                MR. BILL HARPER:   Okay.  That's --

24 that's fine.  Thank you very much.  I was just trying

25 to reconcile that in my own mind.
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1                THE FACILITATOR:   All right, Bill,

2 it's -- could we have this as an undertaking or is

3 this something you could perhaps correct tomorrow

4 morning so that we can not have it as a separate

5 undertaking?  Which would it be?

6                MS. KELLY DERKSEN:   You mean to speak

7 verbally to it or are you...?

8

9                       (BRIEF PAUSE)

10

11                MS. KELLY DERKSEN:   I'm advised, I

12 hope I can relay this accurately, there is ninety-four

13 (94) gigawatt hours that was put independable on the

14 schedule.  That was incorrect.  It should have been

15 sitting in opportunity.  That's the difference.

16                MR. BILL HARPER:   Okay, fine.  Thank

17 you.  I thought that might have been it, but I just

18 wanted to make sure there wasn't some other more

19 fundamental difference that was going on in the

20 backgrounds.  Thank you very much.

21                I'd like to now turn to the discussion

22 -- you -- you had some discussion early this morning

23 again with Mr. Bowman about what was in the US enter -

24 - what was in the subfunction for interconnections

25 that you had included in the current sort of cost-of-
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1 service study and the fact that related to the cost

2 associated with those fi -- with those five (5)

3 specific US in -- interconnects.

4                And I understood that correctly.  What

5 I was wanting to chat a little bit about was maybe

6 what -- what was out relative to what we've seen in

7 previous applications.

8                And I guess -- I understand in your

9 previous submission that we have for the 2005 cost-of-

10 service, that, you know, I accept the Board didn't

11 accept the tre – separate treatment of

12 interconnections.  But in that application you had

13 included Canadian in -- interconnections and the

14 interconnection subfunction as well as US

15 interconnections.

16                And I was wondering if you could

17 briefly explain -- I was read -- reading something on

18 it, and it sounded like there was a materiality reason

19 for why you didn't include Canadian this time.  And I

20 was wondering if that was the only reason or were

21 there some other reasons why you didn't include the

22 Canadian interconnections this time?

23                MS. KELLY DERKSEN:   Yes.  And

24 following out of the NERA report in 2003 or '04-ish,

25 it was my understanding that NERA had recommended that
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1 interconnections be treated consistent as are -- as

2 generation in terms of allocation at that time.

3                And we proposed as part of the proce –

4 I'm not sure if it was the '06 process or the one

5 prior to it.  In any event, we withdrew eventually

6 through that process the change because of the

7 complexities largely associated with the Canadian

8 interconnections, the Canadian ones being to the west

9 and to the east.

10                And because there is domestic customers

11 fed off of some of those interconnected

12 interconnection lines, and the challenge became then

13 where do you draw the line of what an interconnection

14 is, number 1, and, number 2, you know, trying to get

15 appropriate data in order to segment that portion of

16 the line if you can figure out what the appropriate

17 demarcation point would be.

18                And so because of the materiality of

19 the -- of the dollars that we were talking about at

20 the time, vis-a-vis, the work with respect to the

21 Canadian interconnections, we abandoned that approach.

22                There is another significant issue

23 though this go-around that we didn't necessarily speak

24 to the last time, not with respect to the Canadian

25 interconnections, but with respect to the US
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1 interconnections that our consultant today,

2 Christensen, have advised but one (1) of the -- the

3 rationale to make the change and the treatment for the

4 US interconnections today only because we can do it

5 relatively easy, number 1.

6                But more importantly, it's the vast

7 market that we have access to in terms the

8 interconnection, the inter-ties.  And that I -- if I

9 interpret their materials and their advice to us

10 correctly was one (1) of the dominant drivers that we

11 -- that just doesn't exist with the Canadian

12 interconnections.

13                MR. BILL HARPER:   Okay, tha – thank

14 you.  I guess the difference between the two (2)

15 proposals, if you want, from my -- my understanding

16 is, is that the proposal in sort of '05/'06 included

17 not only the US interconnecting tielines but it also

18 included a portion of the cost of the substations that

19 those tielines emanated from.

20                I guess it would probably -- you know,

21 if it was -- if it was a two thirty (230) line it

22 would probably be the two thirty (230) portion of the

23 sub -- substation from which the lines were emanating

24 from, and to my understanding that has not been

25 included in this particular case.  You're just
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1 including the line itself.

2                And I was wondering if you could speak

3 to the rationale for that -- for that particular

4 aspect of the change in terms of the treatment of

5 types of facilities that are included with respect to

6 the US interconnections.

7

8                       (BRIEF PAUSE)

9

10                MS. KELLY DERKSEN:   For a similar

11 reason, Mr. Harper, with respect to the Canadian

12 interconnections in that it's -- in some cases there

13 is a feed off of that line that serves a Manitoba

14 customer.  In other cases, that substation would have

15 existed in the absence of the US interconnection, the

16 line itself.  And so from that -- those couple of

17 perspective -- perspectives we have excluded them.

18                MR. BILL HARPER:   You said there was a

19 feed off the line.  I presume you -- would you --

20 would you have meant there was a feed off from -- from

21 that substation serving domestic customers?  Because

22 if there's a feed off the line, you'd have the same

23 problem as you had with the Canadian lines.

24                MS. KELLY DERKSEN:   Yes, that's what I

25 mean.
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1                MR. BILL HARPER:   Okay, fine.  Thank -

2 - thank you very much.

3                MS. KELLY DERKSEN:   That was meant to

4 be one and the same.  Like those -- those substations

5 may have existed in the absence of the -- of the

6 interconnections, and that substation feeds a domestic

7 customer.

8                MR. BILL HARPER:   Well, okay, fine.

9 Okay.  And I want to speak -- the other -- the final

10 part about the interconnections I wanted to deal with

11 is my -- my understanding for allocating

12 interconnections to domestic as well as exports is --

13 is you talked about the fact there -- there are

14 reliability issues.  You've got access to, you know,

15 US sources and -- to improve reliability in -- in

16 Manitoba and therefore those lines are a benefit not

17 only for exports but also to domestic customers, and I

18 understand that for the lines crossing the border.

19                I was wondering whether -- whether --

20 if you could explain to me whether and to what extent,

21 or does it,  that same rationale apply to the

22 investment you're making in GNTL, which -- and I was

23 almost in my mind trying to think about the -- going

24 back to the web concept and the view that, you know,

25 the interconnects were a line between two (2) webs,
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1 and I wasn't too sure whether the GNTL was an

2 investment in the second web or whether it was

3 actually -- as opposed to being an investment in the -

4 - in the double line you talked about as join --

5 joining two (2) webs.

6                And if it happened to be part of the

7 investment in another web, whether that sort of fell

8 into the same bailiwick of actually providing sort of

9 -- some sort of reliability or any benefit to domestic

10 customers such that it should be allocated in part to

11 domestic customers, and whether you could speak to

12 that at all.

13                DR. DAVID SWATEK:   That's a very long

14 question.  I -- I'm wondering if you could chop it up

15 a bit?  Let's...

16                MR. BILL HARPER:   Okay.  Well, I guess

17 maybe the issue is, is does the investment in GNTL

18 that you're making, which I understand is part of the

19 requirement for the export contract and so therefore

20 it's clear that, you know, it -- it sort of got --

21 it's export related, whether that investment and those

22 facilities provide any benefit of any sort to domestic

23 customers other than through the fact that it creates

24 export revenues.

25                Does it provide any benefit in terms of
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1 improved reliability, or improved access to -- to US

2 generation that could then be sort of demonstrated as

3 -- to sort of benefit the domestic customers such that

4 domestic customers should be included in the

5 allocator?  That's where I was going.  Okay.

6                MR. DAVID CORMIE:   Mr. Harper, the --

7 the GNTL project achieves a lot of different benefits.

8 First of all, it doubles our import capability.  So

9 from -- going from 700 megawatts of firm import to

10 1,400 megawatts.  That has reliability benefits, and

11 it has benefits to plant deferral in the future.

12                So we have access to another three (3)

13 -- potentially 3 terawatt hours of dependable energy.

14 And that dependable energy is available in the off

15 peak, and it -- so it -- it reduces our cost of --

16 during droughts.  It -- it also has -- provides the

17 reliability benefit that -- that if we have an

18 emergency in Manitoba, you -- although you may not be

19 -- you have no export contract for it, you have to

20 ability to -- to increase imports during an emergency,

21 say if there was a DC problem.

22                And when you look at the loss of load

23 expectation studies you'll see a huge improvement in -

24 - or a reduction in -- in unserved energy as a result

25 of having met import capability.  It has the benefit
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1 of -- from an export perspective it allows Manitoba

2 Hydro to reduce spillage, so we able to export more

3 electricity.  Timeline limits aren't -- aren't as

4 binding as they were before, so.

5                What that means is when we invest in

6 DSM programs we get more value from DSM so that the

7 export line makes DSM programs more valuable.  It --

8 it also provides strategic benefits if we were to

9 build another large hydro station in the future after

10 Keeyask, you already have the transfer capability

11 necessary to -- to take that additional energy to

12 market.

13                And so there's -- there's a lot of

14 import benefits and -- and a lot of export benefits.

15                MR. BILL HARPER:   Thank you.  I just -

16 - I wasn't aware of how it was situated especially in

17 the system and I wasn't -- I want to confirm there

18 were import benefits as well as export benefits and I

19 think you've done that -- done that for me, thanks.

20                MR. DAVID CORMIE:   Yeah.  Yeah.  One

21 (1) interesting thing is that the -- the network in

22 the US doesn't -- it doesn't come to the border.  The

23 network is at Duluth.  So you -- you actually have to

24 build transmission not only to the border.  You have

25 to have somebody on the other side who's willing to --
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1 to connect it to the -- the US network and that's

2 where Minnesota Power comes in by being willing to

3 build that -- that US portion, the -- the GNTL

4 portion.

5                And they have to demonstrate a need for

6 that in order to get that purpose.  And need in Canada

7 doesn't justify that line.  There has to be a need in

8 the US.  And so this is where you get this linkage

9 between the Power Purchase Agreement and Keeyask and

10 the interconnection.  It's all part of a package that

11 -- that achieves a lot of benefits for both companies.

12                MR. BILL HARPER:   Okay.  Great.  Thank

13 -- thanks.  I've got a couple of questions here that

14 are sort of somewhere between subtransmission and

15 transmission, but I figure since I have the time and

16 we only have half an hour tomorrow, I'll sort of

17 explore some -- some of them today if that's possible.

18                And I guess maybe if we could turn to

19 Coalition number 38.

20

21                       (BRIEF PAUSE)

22

23                MR. BILL HARPER:   If you want to

24 scroll down to -- to the table.  I'm not going to get

25 into the details, but I think it's a good place to
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1 start.  Yeah.  Maybe up one (1).  I think -- yeah.

2                I think in -- in the, you know,

3 Schedule C6 and C12 of your PCOSS, you show that some

4 of the operating and depreciation costs that are --

5 that sort of are through -- through your financial

6 systems, sort of classified, for want of a better

7 word, as subtransmission.  You've subsequently sort of

8 reassigned through the cost-of-service study to either

9 -- to -- some to transmission and some -- and some to

10 distribution.

11                And I just wanted to confirm that for

12 the part that was transferred to tran -- transmission,

13 really the operating costs and the depreciation costs,

14 they were really the costs associated with the lines

15 in -- in this response where I think in this response

16 you've identified certain assets that were normally --

17 originally in your subtrans -- deemed in your asset

18 class as being subtransmission, but when you looked at

19 them more closely some of them should have been

20 transmission.

21                And from a functionalization

22 perspective you said we're going to call those

23 transmission.  And I jus -- and in doing so I just

24 wanted to confirm whether the operating and

25 depreciation costs you were moving around in those
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1 schedules, C6 and C12, were really just the operating

2 depreciation costs associated with the assets you're

3 talking about mov -- moving here in Coalition number

4 38?

5

6                       (BRIEF PAUSE)

7

8                MS. KELLY DERKSEN:   I'm advised that

9 the common cost will follow the -- will follow the

10 asset when we -- we refunctionalize it.

11                MR. BILL HARPER:   I'm not too sure --

12 sorry.  I'm not too sure if that's precisely the

13 question.  Because when you say 'common cost' I think

14 of things like the common settlement centres and

15 things like that.  I was talking -- we're talking here

16 ab -- about sort of what you've done in terms of

17 refunction.  I -- I'm just talking about whether the -

18 - maybe I should clarify it again -- whether the costs

19 that you -- in those C6 and C12 tables you show

20 certain costs that are originally in sub-transmission

21 as being moved -- operating depreciation costs as

22 being moved over to transmission.

23                And all I was wanting to do was know

24 whether those operating costs, which I think are just

25 more the direct operating costs, are the operating and
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1 depreciation costs associated with the particular

2 lines you're talking about here.  And so it's --

3 that's just really showing the -- sort of the

4 corresponding movement of depreciation and operating

5 costs as what -- this is talking about how we moved

6 assets from one (1) to the other.  Or whether there

7 was something more -- more going on in C12 and C6 -- C

8 --

9                MS. KELLY DERKSEN:   I don't think so.

10 It's my understanding that the annualized expense with

11 respect to that asset would move to --

12                MR. BILL HARPER:   Okay.

13                MS. KELLY DERKSEN:   -- the new

14 function.  But let me take that subject to check.  And

15 if I have to follow-up with you I will do that.

16                MR. BILL HARPER:   Okay.  And,

17 actually, I had a -- and similarly I -- I had a

18 question, though.  Because while the -- this -- this

19 IR response talked about how certain assets were moved

20 out of sub-transmission and into transmission.  When I

21 looked at the PCOSS and your schedule that shows the

22 asset classes and the -- and the rate -- rate base,

23 which I think is -- I think it's Schedule CC8.  There

24 was no comparable movement of assets out of sub-

25 transmission and into tra -- and into transmission in
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1 that schedule.  Which seemed to be inconsistent with

2 the fact that you were talking in this IR response

3 about moving some -- some assets out of sub-

4 transmission -- in sub-transmission and into

5 transmission.

6                And I was wondering if -- if you could

7 reconcile what seemed to be that consistency.

8                MS. KELLY DERKSEN:   On -- in -- in

9 this kind of setting I can't -- I can't do it.  We can

10 follow-up, though.

11                MR. BILL HARPER:   Okay.  I don't know

12 whether I need an -- an undertaking, or whether --

13 maybe what we can do is we just -- just make note of -

14 - make -- make note of that and if you want to come

15 back tomorrow morning.  And if it needs more time then

16 that we can turn into a formal undertaking.

17                Is that a...

18                MS. KELLY DERKSEN:   Can -- can you and

19 I -- and -- and Mike Dust spend five (5) minutes after

20 --

21                MR. BILL HARPER:   Sure.

22                MS. KELLY DERKSEN:   -- at the break

23 and we'll -- we'll see if we can put our minds

24 together and figure it out?

25                MR. BILL HARPER:   That's -- that's
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1 fine -- that's fine by me.  Now, and I guess -- maybe

2 -- now, I think I'm going to get the same answer, but

3 I just want to confirm.  We -- we talked about

4 yesterday how -- we were talk -- we were talking about

5 Dorsey and how when you move Dorsey out of

6 transmission and into -- into generation a lot of the

7 sort of other costs, like common settlement centre

8 costs and non -- non-energy costs and, you know,

9 communication costs, depreciation, networth, initially

10 functionalized as transmission, they -- they didn't --

11 they didn't follow.

12                And I assume the same is the case here

13 when you moved some assets here from sub-transmission

14 to distribution.  We just more moved the -- sort of

15 what were more the direct operating and depreciation

16 costs.  And the other costs still -- still remained in

17 -- in sub-transmissions.  Like -- similar to what we

18 were -- when we were talking about Dorsey.

19                MS. KELLY DERKSEN:   Right.  When you

20 have an asset and you've got some direct operating

21 expense or labour cost attached to that asset, you

22 take the whole cost and you move it to the new

23 function.  And there will be indirect costs that don't

24 necessarily flow.

25                MR. BILL HARPER:   Okay.  No, that's --
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1 that's -- let me just check and see, but I think

2 that's -- I think that covers that point.  Okay.

3 Maybe if I could just take one (1) -- one (1) other

4 que -- question here, which I think is maybe, again, a

5 little bit more appropriate for tomorrow.  But I think

6 since I only have half an hour tomorrow, if you

7 wouldn't mind talking about it today that -- that

8 would be useful.  And if we could turn to the response

9 to Coalition number 19-A.

10

11                       (BRIEF PAUSE)

12

13                MR. BILL HARPER:   And here we were

14 asking you for sort of what were your marginal costs

15 that you'd use for DSM evaluation, what -- what

16 marginal costs with the generation level transmission,

17 and distribution, and you provided that to us.  In the

18 second part of the question we're then asking, Well,

19 which of these marginal costs would apply to different

20 rate classes?  And the -- the response you gave was

21 that you don't -- was effectively you don't look at it

22 that way, if I -- if I can paraphrase the response.

23                And what I was trying to do was

24 understand, just -- just in general terms, whether it

25 would be fair to say that for your GSL greater than
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1 one hundred (100) and your GSL thirty (30) to one

2 hundred (100) customer classes, really what would be

3 applicable would be the generation and transmission

4 marginal costs you have here.  So if you were

5 implementing a DSM program for those particular

6 customer classes, you -- as a benefit, you might --

7 you would consider the generation and transmission,

8 but you wouldn't consider distribution of what it

9 costs and considering what the benefit of that would

10 be.

11                Would that be a fair characterization?

12                MS. KELLY DERKSEN:   That's my

13 understanding, yes.

14                MR. BILL HARPER:   And would it -- and

15 would it be fair to say that for the balance of the

16 customer classes, you know, that would be the -- whi -

17 - which are basically -- are all served at a less than

18 thir -- thirty (30), that you would include -- you

19 know, I mean, would it be reasonable to say that the -

20 - the distribution component would -- would apply for

21 all those classes?

22                MS. KELLY DERKSEN:   In addition -- in

23 addition to --

24                MR. BILL HARPER:   To  --

25                MS. KELLY DERKSEN:   -- generation
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1 transmission, yes.

2                MR. BILL HARPER:   Okay.  Well, that --

3 that's really all I was loo -- looking for in this

4 particular response.  So -- so thank you very much.

5 And so I think that wra -- wraps up my questions at

6 this point in time.

7                THE FACILITATOR:   Very nice.  Well,

8 given our timeline here, then, I think we should start

9 with Green Action.  And as people move any desks, why

10 don't we take the ten (10) minutes until 11:30.  And

11 then we'll go until 12:00 and see what we have going

12 for the afternoon.

13

14 --- Upon recessing at 11:20 a.m.

15 --- Upon resuming at 11:35 a.m.

16

17                THE FACILITATOR:   All right.  Now it

18 looks like we're good to go.  So is it over to you,

19 Paul?

20

21 QUESTIONS BY GREEN ACTION CENTRE:

22                MR. PAUL CHERNICK:   Thank you.  Most

23 of my questions on transmission just have to do...

24 Oh, that's very clever.

25                Most of my questions on -- on
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1 transmission have -- are just getting clarified where

2 things flow through the PCOSS.  And starting on the

3 allocated cost tab of PCOSS and the -- which I think

4 is Schedule E1.  Going back and forth between the

5 electronic -- the spreadsheet and the PDF versions

6 confuses me a little bit.

7                But anyway, in there, where are the --

8 the Dorsey costs for the -- the converter and for the

9 switch yard?  Which lines would they show up in?

10                MS. KELLY DERKSEN:   Are you asking

11 with respect to PCOSS14 amended?

12                MR. PAUL CHERNICK:   Yes.

13                MS. KELLY DERKSEN:   Just --

14                MR. PAUL CHERNICK:   Although I -- the

15 structure is all the same, so -- I think, for this.

16

17                       (BRIEF PAUSE)

18

19                MS. KELLY DERKSEN:   I'm looking at a

20 hard copy of PCOSS14 amended.  I'm on Schedule E1 of

21 that amended cost-of-service study.  And they sit both

22 in the first row, E12, as well as in D14.

23                MR. PAUL CHERNICK:   So the converter

24 station is in generation, it's not in transmission

25 weighted energy.  Would -- E15 is, like, five (5) rows
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1 down?

2                MS. KELLY DERKSEN:   Dorsey is sitting

3 in generation.

4                MR. PAUL CHERNICK:   It's in

5 generation.

6                MS. KELLY DERKSEN:   Yes.

7                MR. PAUL CHERNICK:   Okay, then -- then

8 what's in the transmission that's allocated on

9 weighted energy?

10                MS. KELLY DERKSEN:   The -- the one (1)

11 -- the line that we're looking at, which is D14, that

12 would be the 'A' --

13                MR. PAUL CHERNICK:   'E' fif -- it's

14 E15 in the version I'm looking at.  It says,

15 "Transmission-weighted energy?"

16                MS. KELLY DERKSEN:   That would be the

17 US -- the US interconnections.

18                MR. PAUL CHERNICK:   Ah.

19                MS. KELLY DERKSEN:   The D14, which is

20 two (2) lines below that, that would be the AC switch

21 yard of Dorsey.

22                MR. PAUL CHERNICK:   But -- okay, that,

23 then -- this is the AC switch yard.  And mostly the

24 other transmission is in that line, the D14, right?

25                MS. KELLY DERKSEN:   Yes, that's right.
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1                MR. PAUL CHERNICK:   Okay.  Okay.  All

2 right, let me leave myself a little note about that.

3

4                       (BRIEF PAUSE)

5

6                MR. PAUL CHERNICK:   Okay.  And then on

7 Schedule C8, the same question about where the various

8 parts of Dorsey land.  And in the spreadsheet, that's

9 the -- the average rate-base finance and reserve tab.

10

11                       (BRIEF PAUSE)

12

13                MS. KELLY DERKSEN:   Yes, I have that

14 schedule.

15                MR. PAUL CHERNICK:   Yeah, so --

16                MS. KELLY DERKSEN:   The AC component

17 of Dorsey is in the transmission tariffable function,

18 or -- or a component part of the three hundred (300)

19 and --

20                MR. PAUL CHERNICK:   M-hm.

21                MS. KELLY DERKSEN:   -- twenty-five

22 point seven (25.7) number that you see.  And the DC

23 component of Dorsey is sitting in generation, the row

24 above it, under substation HVDC.

25                MR. PAUL CHERNICK:   Okay.  And while
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1 we're looking at that, the -- that row shows a little

2 bit of -- of HVDC that's treated as tarrifable.

3 What's the distinction there between what's generation

4 and tarrifable transmission?

5

6                       (BRIEF PAUSE)

7

8                MR. PAUL CHERNICK:   I'm afraid this

9 isn't very exciting.

10                MS. KELLY DERKSEN:   No, it's -- it's

11 not.  It's the land with respect to Riel.

12                MR. PAUL CHERNICK:   Okay.  And is that

13 just because it's -- Riel is -- is currently --

14                MS. KELLY DERKSEN:   The -- the AC

15 component of Riel is already online.

16                MR. PAUL CHERNICK:   M-hm.

17                MS. KELLY DERKSEN:   And that -- you

18 know, it's a fairly massive yard base -- yeah, and so

19 -- so that's what's sitting in that particular column.

20                MR. PAUL CHERNICK:   So the -- the

21 rate-based investment -- I'm -- I'm just trying to

22 understand how -- how the system works so that we can

23 communicate clearly about -- about what things are.

24 So the 551 million of HVDC, that's the way it's

25 carried on your books.  That's in the -- in your SAP
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1 accounting system that would be under the HVDC

2 section.

3                Is that sort of what that first column

4 means?

5                MS. KELLY DERKSEN:   That's the rate-

6 based investments, so it is an average of opening and

7 ending balances --

8                MR. PAUL CHERNICK:   What I meant, in

9 terms of what -- which costs are in that column.  So

10 the HVDC substation line of that -- of that column,

11 the 551 million, would -- would we read that column as

12 -- this is what's -- this is the way it's carried on -

13 - on your -- in your accounting system, and then from

14 the accounting system to the cost of service study you

15 have to do this functionalization.

16                Is that sort of what's going on here?

17 I'm just wondering, What's the first -- how would we

18 refer to that first column to distinguish say

19 generation rate base from the next column which is

20 generation and it has a lot of other things in it that

21 weren't in the -- generation under the rate based

22 investment.

23                So that -- that rate based investment,

24 is that sort of the -- my assumption was it's the --

25 just your accounting system that carries it that way.
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1                Is that close?

2                MS. KELLY DERKSEN:   We work with the

3 accounting folks to provide us information as to where

4 these assets ought to reside.  So if the asset itself

5 flows through out accounting system with the

6 investment along with depreciation expense, and there

7 might be a number of other costs that are attached to

8 a particular asset, and then we start pulling them out

9 for how we need to use them and cost-of-service.

10                MR. PAUL CHERNICK:   All right.  So the

11 -- so is what you're telling that for the accounting

12 purposes Riel is -- is the -- that site is treated as

13 HVDC but since it's being used entirely for AC right

14 now, the 18 million gets moved over into tran -- get -

15 - be -- is treated as transmission rather than -- than

16 generation?

17                And again, it's -- it's not that I'm

18 terribly concerned eighteen (18) -- that 18 million,

19 I'm just trying to understand how this process works.

20

21                       (BRIEF PAUSE)

22

23                MS. KELLY DERKSEN:   We made the change

24 with respect to -- to Dorsey.  We -- we

25 refunctionalized it from -- the DC components from



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

480

1 transmis -- transmission to generation.  We should

2 have moved the land with respect to Riel into

3 generation as well, but we did not in -- in this cost-

4 of-service study.

5                MR. PAUL CHERNICK:   Oh, okay.  So

6 you're -- basically you're saying the next time around

7 the 18 1/2 million would be in generation also?

8                MS. KELLY DERKSEN:   Yes, that's right.

9                MR. PAUL CHERNICK:   Okay.  All right.

10 Thanks.  Okay.  And -- and while we're on the subject

11 of the HVDC, for -- for Dorsey, does the -- what is

12 the function of the Dorsey AC switch yard?  Is it

13 primarily like equivalent to the step-up transformers

14 at a generator, except instead of a generator we have

15 a DC convertor station feeding into it, or is it just

16 a transmissions substation that happens to be located

17 next to the converter?

18                DR. DAVID SWATEK:   The -- the AC

19 components of the Dorsey station, it's a -- it's --

20 it's the 230 kV hub of our -- of the southern AC

21 network.  You refer to step-up transformers.  Those

22 would be analogous to the HVDC converter transformers

23 which are functionalized as part of the generation.

24                Just -- just like the step-up trans --

25 transformers at a generating station would be part of
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1 generation.  So once you get past the converter

2 transformers you're -- you have 230 kV AC --

3                MR. PAUL CHERNICK:   Okay.

4                DR. DAVID SWATEK:   -- and then that --

5 and then that feeds into this -- this really massive

6 230 kV switch yard, which -- which is the hub of our

7 AC.

8                MR. PAUL CHERNICK:   Okay.  All right.

9 Thank you.  That -- that was very helpful.  And on

10 this same schedule, where does the US interconnection

11 show up, those transmission lines?  Are those in the

12 tariffable transmission, in the non-tariffable

13 transmission?

14                MS. KELLY DERKSEN:   It would be

15 tariffable.

16                MR. PAUL CHERNICK:   Okay.

17

18                       (BRIEF PAUSE)

19

20                MR. PAUL CHERNICK:   And when you're

21 splitting out the cost between, say, the tariffable

22 transmission and the non-tariffable transmission, does

23 your accounting system keep track of the asset

24 original cost, and depreciation, and so on?  Does it -

25 - does it do that by asset?  So basically, if -- if
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1 you decided that a set of lines were -- should be

2 someplace else in the cost-of-service study, the

3 accounting system can tell you, Oh, okay, those three

4 (3) lines have the following rate base?

5                MS. KELLY DERKSEN:   It's not always

6 that clean.  It somewhat depends on, you know, have

7 you pooled the assets together from accounting

8 perspective.  You know, there might be a group of

9 assets that are all depreciated on a similar basis,

10 but for cost allocation purposes, we might want to

11 treat for functionalization purposes, let's say, one

12 (1) different than the other.

13                So dependent on how granular of -- of

14 the -- of a view that you look will depend on the

15 level of effort that would need to be undertaken to

16 pull some of that information out.  So large portion -

17 - portions of it sit consistent with how we have

18 handled it in cost-of-service, but not entirely.

19                MR. PAUL CHERNICK:   So -- and the --

20 the places that I'm -- I'm most interested in are --

21 are the splitting the transmission between tariffable

22 and non-tariffable, and then identifying the -- the

23 sub-transmission separate from the -- the

24 transmission.

25                So for those two (2) divisions, which
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1 actually occur differently in this exhibit -- or

2 schedule, I -- are those things that -- that mostly

3 come out of the accounting system, or that you -- you

4 have to do some in -- extrapolating to figure out?

5

6                       (BRIEF PAUSE)

7

8                MS. KELLY DERKSEN:   At the

9 transmission level, we have it line by line available

10 in our accounting system.

11                MR. PAUL CHERNICK:   Oh, okay.

12                MS. KELLY DERKSEN:   At anything lesser

13 than the sub -- the transmission level, we may not.

14

15                       (BRIEF PAUSE)

16

17                MR. PAUL CHERNICK:   Yeah, I can

18 certainly understand that.  Once you get down to the

19 level of distribution feeders, it -- it's -- you're

20 getting into a lot of -- a -- a lot of units to

21 separate the items.

22                The -- I think yesterday, there was a -

23 - an explanation that some of the generator feeds are

24 -- are not -- that are -- that are classified as

25 generation under the OATT are not treated as
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1 generation in the -- in the cost-of-service study,

2 because there were -- I -- I think somebody said there

3 were -- there might be 'cottage loads' that had come

4 up.  And there were taps off of those --

5                DR. DAVID SWATEK:   Oh, no.  That was a

6 hypothetical example that Mr. Harper had -- had

7 raised.  And that was how could something that's

8 currently generation outlet transmission, how could

9 that evolve over time into network transmission?

10                MR. PAUL CHERNICK:   Okay.

11                DR. DAVID SWATEK:   And if it -- if we

12 were to add load to an existing -- if we were to -- if

13 we were to tap in ex -- existing generation outlet

14 transmission line in such a way that it was

15 technically feasible to serve that load from the grid,

16 rather than from the generator, then the -- the chunk

17 of line between the grid and this new -- newly tapped

18 load could -- you know, would become part of the

19 transmission grid.  That was just a hypothetical

20 example.

21                MR. PAUL CHERNICK:   Oh, okay.

22                MR. DAVID SWATEK:   Yeah.

23                MR. PAUL CHERNICK:   So I -- I notice

24 there's no -- there are no AC transmission lines that

25 are functionalized in this schedule to generation.



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

485

1 Now, is that because they're moved into generation in

2 some other way, or is it really the case that you

3 don't consider any transmission lines to be generation

4 related?

5                MS. KELLY DERKSEN:   Can you ask me

6 that again?  I didn't follow the first part --

7                MR. PAUL CHERNICK:   Yeah.  If -- if

8 you look at --

9                MS. KELLY DERKSEN:   -- of your

10 question, please.

11                MR. PAUL CHERNICK:   -- look at the

12 schedule, the -- the functionalization of rate-based

13 investment that we were looking at before.  The

14 transmission line shows nothing under generation other

15 than the HVDC.  And my question was:  Does that mean

16 that you don't consider any transmission line sup --

17 substations to be dedicated to serving generation?

18

19                       (BRIEF PAUSE)

20

21                MS. KELLY DERKSEN:   Mr. Chernick, the

22 northern collectors, which is generation-related

23 transmission, that would sit in the hundred and eleven

24 (111), I guess --

25                MR. PAUL CHERNICK:   The HVDC, yes.  I
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1 was talking about -- you -- you don't consider any AC

2 transmission to be --

3                MS. KELLY DERKSEN:   They're --

4                MR. PAUL CHERNICK:   -- generation-

5 related.  Is that right?

6                DR. DAVID SWATEK:   Oh.  Oh, the -- the

7 northern collector system lines are all AC lines.

8                MR. PAUL CHERNICK:   Oh, the

9 collectors, right.

10                DR. DAVID SWATEK:   Right.  And so all

11 -- so --

12                MR. PAUL CHERNICK:   Are they in that

13 HVDC line because they're part of sort of the HVDC

14 system?

15                DR. DAVID SWATEK:   They feed the HVDC.

16                MR. PAUL CHERNICK:   Oh, okay.  All

17 right.

18                MS. KELLY DERKSEN:   And there are

19 other AC lines in the 325 million column, next to it,

20 under, "Tariffable transmission."  Tho -- they're in -

21 - within there, there could be generation-related

22 transmission also.

23                MR. PAUL CHERNICK:   And is -- is that

24 refunctionalized generation or allocated-like

25 generation at some other step in the PCOSS?
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1

2                       (BRIEF PAUSE)

3

4                MR. PAUL CHERNICK:   Sorry, about

5 getting confused but -- between the difference between

6 the -- the DC lines and the collectors to the DC

7 lines.

8                MS. KELLY DERKSEN:   I have to correct

9 a couple of things.  Some of those transmission-

10 related -- sorry, generation-linked transmission sit

11 in non-tarriffable transmission.  If the question is,

12 Ought they be in generation, I -- I suppose a -- an

13 argument could be made that, yes, they belong in -- in

14 generation.  We haven't gone to that extent to pull

15 them out.

16                MR. PAUL CHERNICK:   Okay, but -- and

17 so they're just allocated on the two (2) CP with other

18 tariffable --

19                MS. KELLY DERKSEN:   On the two (2) CP

20 basis?  Yes.

21                MR. PAUL CHERNICK:   And you provided -

22 - I don't know whether there was a PDF version of this

23 or not, but you provided a -- a cost -- a spreadsheet

24 of cost details for transmission and substations.  And

25 in there, there are -- in the -- the substation tab,
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1 there's a list -- starts with a list of -- of

2 generation substations.  And a number of those are

3 functionalized -- as a matter of fact, the majority of

4 them are functionalized as transmission, or, in one

5 (1) case, a split of transmission and distribution.

6                And it's -- you might want to give a

7 general explanation of that here.  But if there's a --

8 a detailed explanation for each of those sub --

9 substations as to why they're transmission and not

10 generation, even though they're -- the generation

11 substation -- the generator substations.  That would

12 be -- maybe that -- that part should be an

13 undertaking.

14

15                       (BRIEF PAUSE)

16

17                DR. DAVID SWATEK:   Okay.  Oh, Mr.

18 Chernick, I think we're just trying to clarify the

19 question.  It's -- you're -- you're asking why -- why

20 some switching stations are not in generation, or why

21 some --

22                MR. PAUL CHERNICK:   Right --

23                DR. DAVID SWATEK:   -- stations are?

24 Sorry --

25                MR. PAUL CHERNICK:   No, what -- well,
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1 I understand --

2                DR. DAVID SWATEK:   -- could you repeat

3 --

4                MR. PAUL CHERNICK:   -- why some would

5 be --

6                DR. DAVID SWATEK:   -- yeah, the

7 question?

8                MR. PAUL CHERNICK:   -- in generation.

9                DR. DAVID SWATEK:   Okay.

10                MR. PAUL CHERNICK:    I -- my question

11 is, Why are some of them not -- not in generation in -

12 - in -- they're primarily in transmission.

13                DR. DAVID SWATEK:   Well, switching

14 stations are part of the transmission network.  That's

15 how you build a grid with -- with transmission lines.

16 If you -- if you think back to the spider diagram, the

17 intersection of -- of each thread of that web would be

18 a switching station.  So that -- that is how we

19 connect transmission lines.

20                MS. KELLY DERKSEN:   But are you asking

21 for this -- the -- the northern switching stations

22 that are not part of the northern collector system?

23                MR. PAUL CHERNICK:   Well, I'm actually

24 just looking at this list in the -- the cost details

25 transmission and substation spreadsheet.



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

490

1                MS. KELLY DERKSEN:   We'll -- we'll

2 have to take it away --

3                MR. PAUL CHERNICK:   Okay.

4                MS. KELLY DERKSEN:   -- Mr. Chernick.

5                MR. PAUL CHERNICK:   Thank -- thank

6 you.

7                THE FACILITATOR:   I wonder if -- Paul,

8 since we're at noon now, why don't we take the lunch

9 break but I'm also wondering whether -- you seem to

10 have a lot of questions for your own general

11 understanding of what's going on.

12                I wonder whether would it make sense

13 for you and Kelly and David to get together say at one

14 o'clock and the rest of us join at 1:15 so that your -

15 - your more general knowledge questions can be solved

16 there, and the more questions to the cost of service

17 components would follow that?

18                MR. PAUL CHERNICK:   Okay.  The -- I

19 mean, this is about the cost of service and how the --

20 the cost of -- in this case the -- the generation

21 substations are -- are -- why they're being

22 functionalized as transmission but, you know, I can

23 run through.  I only have a few more areas to -- to

24 deal with but we can -- we can chat a bit before

25 everybody gets back, and if any great revelations
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1 result perhaps I can -- one (1) of us can just

2 announce that on the record so everybody else will

3 know about it.

4                THE FACILITATOR:   Well, perhaps I'm --

5 I guess what I was thinking of the questions with

6 respect to first clarification might follow up with,

7 well, why didn't you functionalize or classify this in

8 a different way because of what we have, rather than

9 just clarifying what they've done.

10                Anyways, does -- is that acceptable to

11 you, Kelly, to --

12                MS. KELLY DERKSEN:   That's fine.

13                THE FACILITATOR:   Why don't we do that

14 then. For the rest of us leisurely folks, we'll

15 saunter back at about 1:15, and you guys are on at one

16 o'clock.

17                MR. PAUL CHERNICK:   Okay.

18                THE FACILITATOR:   Thank you.

19

20 --- Upon recessing at 12:02 p.m.

21 --- Upon resuming at 1:19 p.m.

22

23                THE FACILITATOR:   All right, thanks,

24 everyone.  Thanks for the extended lunch for those who

25 had to work over lunch.  I'm not sure whether I
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1 understood correctly.  Paul, are you guys now going to

2 regale us with the whatever important parts came from

3 your discussions or has that sorted things out?

4                MR. PAUL CHERNICK:   I think we

5 probably ought to run through what we discussed and --

6 and where we got to.  And, also, there was somewhere -

7 - David sort of gave me a little preview and said,

8 It's complicated.  And I think he wants the

9 opportunity to explain why it's complicated, so.

10                Let's see if I can -- my notes are now

11 so marked up that it's hard for me to tell exactly

12 where I am and what's left to do.  But the first thing

13 that I wanted to -- to start with is the -- the table

14 of generation stations that are shown in the

15 spreadsheet that's up on the screen now.

16

17                       (BRIEF PAUSE)

18

19                MR. PAUL CHERNICK:   Yes, it's -- it's

20 from the -- the spreadsheet entitled -- hang on a

21 second.  Let me get to the right sheet so I can tell

22 you what it's called.  It's, "Cost details

23 transmission and substation spreadsheet."  And I don't

24 know that this has been provided in the PDF form.

25                And my understanding of the answer that
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1 I got over lunch was that, as you look down those --

2 the functionalization columns, three (3) of those

3 stations are functionalized as generation, and those

4 are in the -- those are collectors for the HVDC system

5 and they're in the HVDC line in the rate-base

6 functionalization table we were looking at earlier.

7                And the others, as I understand it, all

8 have multiple transmission lines running through them,

9 into and out of them, and would be needed for their

10 switching function even in the absence of the

11 generator.

12                Is that...?

13                DR. DAVID SWATEK:   Yes, Mr. Chernick,

14 that's -- that's correct.

15                MR. PAUL CHERNICK:   Okay.  And in our

16 -- in -- in response to our question GAC16, the third

17 page of that, there was a breakdown of what looked

18 like a different set of substation -- overlapping set

19 of substations and whether they were functionalized as

20 generation or transmission.  And there are...

21                I'm a little bit confused by the

22 difference between GAC 1-6 and the spreadsheet we were

23 just looking at.  And I don't know whether that's

24 because the spreadsheet is just more complete and has

25 some stations that are not listed here.
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1                I -- I see that there are con --

2 converter stations in this list that -- that may

3 confuse things.  So maybe that could be a -- an

4 undertaking unl -- unless it's very simple to explain

5 what the difference is between the --

6                DR. DAVID SWATEK:   What would the

7 undertaking be?

8                MR. PAUL CHERNICK:   Just what -- there

9 -- there are only three (3) substations shown as being

10 generation allocated in the spreadsheet --

11 functionalized in the spreadsheet.  There are many

12 more generations spr -- substations listed in the

13 subsheets -- in the spreadsheet than in the discovery

14 response and it's really just a reconciliation of --

15 this one's included because this is -- this list is

16 looking at a -- at a different universe for one (1)

17 reason or another.

18

19                       (BRIEF PAUSE)

20

21                MS. KELLY DERKSEN:   There's more going

22 on in GAC 6 AC.  It includes the converter stations

23 and some of the northern -- the -- the northern

24 collector system also.

25                MR. PAUL CHERNICK:   And it -- but it
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1 doesn't clu -- include as many of the generation --

2 the -- of the switching stations designated as being

3 generation related in the spreadsheet, but

4 functionalized on transmission or am I

5 misunderstanding it?

6                DR. DAVID SWATEK:   All of the -- the

7 three (3) northern collector switching stations

8 functionalized as generation on the spreadsheet do --

9 do show up on this GAC -- on this GAC 6.

10                MR. PAUL CHERNICK:   M-hm.

11                DR. DAVID SWATEK:   The GAC 6 list is

12 more comprehensive.  It includes the con -- converter

13 stations as well.

14                MR. PAUL CHERNICK:   Okay.  Well, as an

15 example, on the spreadsheet I didn't see Radisson.  I

16 do see it in GAC 6.  Is -- you -- you have -- there's

17 a converter station in the -- the switch yard, is that

18 -- is that included in something else in the

19 spreadsheet?

20                I mean, that's -- that's the kind of

21 question I'm -- I'm suggesting a little reconciliation

22 undertaking would help --

23                MS. KELLY DERKSEN:   The GAC/MH-6 is

24 asking a very specific question and we've responded --

25                MR. PAUL CHERNICK:   Okay.
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1                MS. KELLY DERKSEN:   -- to that

2 question, specifically what you'll see in the -- the

3 spreadsheet, which is basically a sheet in -- in our

4 model will include more things than was specifically

5 identified in the question being asked, which we have

6 responded to.

7                MR. PAUL CHERNICK:   Okay.  I

8 understand that.  Well, let me take this away

9 overnight and see whether there's -- whether I can do

10 a -- a reconciliation between the two (2) that make

11 sense to me or -- or not.

12                Let me get back to my list of

13 questions.

14

15                       (BRIEF PAUSE)

16

17                MS. KELLY DERKSEN:   I'm advised that

18 if it is the HVDC stations that you're looking for,

19 it's on a separate worksheet in the model, so.

20                MR. PAUL CHERNICK:   Okay.  So the

21 converter stations would show up separately.  So the

22 reason -- one (1) reason why there are more entries

23 identified as being 100 percent generation in GAC 6 is

24 that some of those are directly related to HVDC and

25 are in another place in the cost of service study?
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1                MS. KELLY DERKSEN:   It -- it's

2 possible.  You know, maybe if you want to think about

3 it, and we can deal with it offline, that might --

4                MR. PAUL CHERNICK:   Okay.

5                MS. KELLY DERKSEN:   -- be helpful.

6                MR. PAUL CHERNICK:   All right.  And I

7 was puzzled in the -- let me just get the schedule

8 number here for clarity.  In Schedule C8, as to why no

9 transmission -- it -- no AC Transmission was

10 classified as being -- was -- excuse me, was

11 functionalized as being generation related.  And I

12 understand that the HVDC line of the -- for

13 transmission includes some AC feeders into the

14 northern part of the -- the DC system.

15                And I think from our discussion over

16 lunch, the answer was that there are some generation

17 feeds that should be functionalized as part of the

18 generation, but you -- you've left them in

19 transmission and they're not a lot of money.  Is

20 that...

21                MS. KELLY DERKSEN:   Yeah, there --

22 there are some feeds arguably that should not sit in

23 untarrifable transmission, could be functionalized as

24 generation.  They're not significant dollars. We

25 haven't gone to that level of detail to put them in --
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1 in generation, and it's not really anything more than

2 that.

3                MR. PAUL CHERNICK:   Okay.  And then

4 one (1) more thing, on going back to the -- the

5 spreadsheet, if we can bring that up, and going down a

6 bit in the -- in the sheet to the next section, for

7 all these substations which are not generation-

8 related, there's an allocation among transmission,

9 subtransmission, and distribution, and I understand

10 that there's a Coalition response that explains how

11 that split is done?

12                MS. KELLY DERKSEN:   Yes.  We have

13 provided some information with respect to how that --

14 that is handled in Coalition-34.

15                MR. PAUL CHERNICK:   Okay.  And that's

16 basically an attempt to identify the equipment at each

17 sub -- substation that is purely for the -- the high

18 side for the transmission side.  Maybe some

19 transmission -- some transformers, too, at lower

20 transmission level, transformers and other equipment

21 serving subtransmission level, and then transformers

22 and other equipment for the distribution level.  And

23 you've broken those out pretty granule -- in a rather

24 granule fashion.  Is that --

25                MS. KELLY DERKSEN:   Yeah, in -- in my
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1 very layman term, we have some substations that are

2 multifunction that provide service to the transmission

3 system, subtransmission, and distribution.  And from a

4 cost allocation perspective, not all customer classes

5 partake in all of those services.

6                So what we do is we break down by

7 equipment type, if you will, and -- based on

8 replacement cost of that equipment type, and we

9 prorate what is transmission, subtransmission, and

10 distribution on that basis.

11                MR. PAUL CHERNICK:   Okay.  In -- okay.

12 Moving away from this stuff to another load-related --

13 a load related issue, and that is in our question

14 seven (7) through ten (10), we asked various questions

15 about when parts of the transmission system experience

16 their peak loads, and what their loads are on an

17 hourly basis.

18                And I understand that you don't have

19 that -- those data readily available, and I -- if you

20 can provide an explanation as to why it's hard to

21 produce that information, it would be intre --

22 interesting.

23                DR. DAVID SWATEK:   Yes, Mr. Chernick.

24 Yes.  You had requested the power flows in each branch

25 of the transmission grid for each one (1) of the peak



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

500

1 fifty (50) summer and winter hours.  That data is --

2 is not currently collected in that format, and it

3 would require a technician manually going through our

4 SCADA system data to -- to extract those -- those

5 values.

6                The values will be incomplete, and

7 incomplete data would have to be -- would -- would

8 have to be reproduced by way of modelling and

9 simulation.  And we estimated it would take one (1)

10 staff memb -- one (1) -- one (1) full time staff

11 member one (1) solid month to -- to generate all of

12 the data you were requesting.  And it was not feasible

13 to do that in response to your IR.

14                MR. PAUL CHERNICK:   Okay.  Well, we --

15 we actually asked a number of different questions,

16 including when -- what was the peak hour on -- on each

17 of the transmission lines.  And I -- I take it the

18 answer would be similar for -- for almost any question

19 about actual loads on the transmission lines.

20                DR. DAVID SWATEK:   It would be a

21 complicated type of answer, but we -- the transmission

22 grid is planned for an end minus one (1) reliability

23 criteria.  And that means we should be able to serve

24 all of our load, even if one (1) -- yes, we should be

25 able to serve all of our load regardless of which --
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1 which single trans -- transmission element is not

2 there.

3                So the peak power flows on a particular

4 branch of the transmission grid might not relate well

5 -- yeah, they wouldn't relate exclusively to the peak

6 loads.  They would -- they would also be related to

7 whichever transmission components are out of service

8 at -- at that time.  So it's -- the data would be very

9 difficult to interpret.

10                MR. ROBERT CAMFIELD:   May I introduce

11 some iss -- issue, David, of -- of materiality here?

12 As you know, given a common model the -- the brus --

13 the bus -- excuse me, bus and branch data parameters

14 that drive the load flow mean that the flows on lines

15 behave according to the impedances of lines closely.

16                So across various load levels within a

17 peak period I wouldn't expect that the flow

18 differences would be much at all.  I mean, this is all

19 behind -- this -- this sort of behaviour, of course,

20 within load flows is behind the par transfer

21 distribution factor matrixes that are used to drive

22 reliability in interruptions.  So I wouldn't expect it

23 would matter, Paul, by -- like, not much.

24                MR. PAUL CHERNICK:   Well, so what

25 you're suggesting is that at any high load hour, the
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1 transmission lines would be loading about the same

2 way?

3                MR. ROBERT CAMFIELD:   That's right.

4 The loading pattern would be very similar I would

5 expect.

6                MR. PAUL CHERNICK:   And what -- what I

7 heard from David was --

8                MR. ROBERT CAMFIELD:   For a common

9 model.

10                MR. PAUL CHERNICK:   -- well, actually

11 they might be very different because you have one (1)

12 line out and all of a sudden a bunch of other lines

13 are carrying additional loads or carrying lower loads

14 because --

15                MR. ROBERT CAMFIELD:   But at those

16 peak loads you would expect all the lines to be an

17 expected value basis to be in service.

18                MR. PAUL CHERNICK:   And I thought

19 David was saying and you have plan for -- that even if

20 a line experienced its maximum load at six o'clock in

21 the morning on a Wednesday in May, that the

22 transmission planners would look at the -- at what

23 would happen under peak winter conditions, or off-peak

24 winter conditions, or peak summer conditions, or off-

25 peak summer conditions if any of a number of things
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1 went wrong, including whatever it was that caused that

2 peak load on the line in May.  And that I thought that

3 was what David was saying, was it doesn't matter when

4 they -- that they will peak at different times and

5 that at peak hours some of the lines may be lightly

6 loaded.

7                But it -- it all depends on which

8 generators you're using, where the load is, what's

9 going on with exports and what -- just feeding back

10 what I thought I hear from you.  That it would be a

11 lot of work to figure out what the loads were when a

12 line peaked and so on, and when the line peaked

13 doesn't necessarily drive whether you need to

14 reinforce something because it would be even -- it

15 might be even worse at a different time.

16                Is that -- am I getting close to what

17 you were trying to say?

18                DR. DAVID SWATEK:   Perhaps it's -- I -

19 - I think you -- you prefaced most of this by saying

20 it's complicated, so.  It's re -- reliability

21 considerations that drive transmission investment.  We

22 -- we look at contingencies being able to serve our

23 peak loads under very contingency conditions.  That's

24 -- that's in the abstract planning level.

25                Now, if you take a snapshot in realtime
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1 and try to look at all those branch flows where there

2 -- there might be various outages on var -- on various

3 days, I'm not too sure how meaningful the product of

4 that months labour would be.

5                MR. PAUL CHERNICK:   Okay.

6                MS. KELLY DERKSEN:   If I can just

7 interject here.  I think there is an important

8 discussion actually happening, but I need to bring it

9 back to the cost-of-service level here.  And that is

10 we've been talking the last couple of days about the

11 appropriateness of using a 2CP allocator.  And in each

12 of those periods we use the top fifty (50) peak hours

13 for purposes of allocating our -- our transmission

14 investment.

15                And there's been some -- some debate

16 about, you know, is it appropriate given that you have

17 largely a domestic winter peaking system.  And so

18 that's sort of the -- the discussion that's being had

19 here.

20                And the discussion that's taking place

21 right now is, you know, there is a larger energy

22 component potentially to the planning and designing of

23 the transmission system that if you lost the 2CP

24 allocator, if you gave that away or gave -- you know,

25 reduced the number of peak periods, that you'd be
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1 moving away from, so -- and -- and thinking that sort

2 of reinforces the use of a 2CP allocator, or certainly

3 not moving away -- moving towards something that looks

4 at peak in a more constrained kind of period, either

5 by season or number of peaks in that season than --

6 than what we have today.

7                So I just wanted to bring it back to --

8 to that perspective.

9                MR. PAUL CHERNICK:   Kelly, that's

10 exactly my point.  And I think in -- surprisingly

11 enough, my clients and MIPUG don't see the world in

12 exactly the same way.  And so I was thinking how -- is

13 it really the top fifty (50) hours in each system --

14 each season that are -- that drive the transmission

15 investment or, as David said, you do these runs for

16 off-peak conditions, both summer and winter, to see

17 whether, with a very different load pattern, having an

18 outage on a -- of a transmission or generation -- I --

19 I guess a transmission component or a sub --

20 substation or breaker failure, whether that would

21 cause a problem at off-peak lower loads, very

22 different pattern of -- of generation, different flows

23 on the transmission system, will the system be stable

24 under -- under those conditions.

25                And so my -- my speculation is that the
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1 -- your two (2) CP with the one hundred (100) hours

2 may, in fact, be too -- maybe too narrow rather than

3 too broad.  And as David pointed out, it's a tough

4 thing to get your -- your hands around, because what

5 you plan for probably will never happen, those

6 specific contingencies that you -- that you run at

7 those load levels.

8                The contingencies may happen at

9 different load levels, different combinations of

10 things will happen.  You -- you try and build a system

11 that will survive taking a beating, and you analyse

12 that one (1) particular way, and that will make it

13 pretty robust under a -- a wide variety of

14 circumstances.

15                And trying to translate that into,

16 well, then what drives the transmission needs?  Is it

17 really peak loads?  Is it a combination of peak and

18 off-peak?  Do the -- do the other seasons sometimes

19 impose higher loads on the transmission?

20                Those are the kinds of questions that I

21 was -- I was trying to look at.  And  --

22                MR. ROBERT CAMFIELD:   And -- and along

23 --

24                MR. PAUL CHERNICK:   -- about the --

25 the cost-of-service study.
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1                MR. ROBERT CAMFIELD:   -- along --

2 Paul, if I could just interject.  Along those lines,

3 just reviewing the history, since August 14, 2003, in

4 the large blackout in New York, of course, NERC and

5 its various participants considered recapturing

6 reliability in the standards that we currently have.

7                And as you know, US congress in the

8 Energy Act of 2005 called for a -- a redo of

9 reliability.  And it was the now North America

10 Electric Reliability Corporation that was put under

11 the jurisdiction of the FERC and the reliability

12 standards by NERC.  The official specific standards

13 have been expanded by a factor of ten (10) fold.

14                And so you find over the last ten (10)

15 years in response to these much broader notions of

16 what is meant by reliability, that much of the

17 investment in -- in transmission these days, since

18 then, is not related necessarily just to satisfy peak

19 demand.  It's much more broadly defined.

20                I -- I have looked at for a number of

21 utilities, these data.  And you look at the various

22 products and ask, Why did you invest this?  Is it

23 related to reliability, or is it related through

24 replacement capital?  Is it related to peak demand?

25 And increasingly, a share -- a larger share of the
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1 total investment is related to other than peak demand.

2                MS. KELLY DERKSEN:   And I just want to

3 follow up on that.  I -- I don't know this for

4 certain, I -- we may have run this analysis, but

5 after, you know, eight hundred (800) IRs, I'm losing

6 sight of what we've run.

7                MR. PAUL CHERNICK:   That's so hard to

8 understand.

9                MS. KELLY DERKSEN:   Yeah.  My

10 intuition is that if you were to move to something

11 more like a twelve (12) CP allocator, which I

12 understand is somewhat commonly used for transmission

13 allocation in the industry, I'm -- I'm not certain

14 that you would get a whole lot of a different -- of

15 difference in comparison to using a two (2) CP

16 allocator with the caveat that you use the top fifty

17 (50) -- essentially, the top one hundred (100) peak

18 periods.

19                So you're already capturing large

20 components of that energy att -- that energy attribute

21 in that allocator already.  So my expectation is you

22 wouldn't see a lot of -- of difference in -- in terms

23 of cost causation, cost causality, which is the, you

24 know, why we're talking about this in -- in the first

25 place, between customer classes.
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1                MR. PAUL CHERNICK:   Well, that's --

2 that's always great if it turns out that, you know,

3 within any -- anywhere in the reasonable range of

4 approaches, the cost allocations wind up the same.

5 It's -- and -- and maybe that's one (1) way of

6 bounding this issue, would be to look at some

7 alternative allocations.

8                MS. KELLY DERKSEN:   You know,

9 generally I -- I approach it from the perspective that

10 I am looking for cost allocation methodology that is

11 based -- it -- that's reasonable and I'm -- I'm not

12 seeking for perfection.  And so, you know, I guess

13 it's a little bit in the eyes of the beholder a bit,

14 but generally that's how I -- how I like to operate.

15 And I'll leave it at that.

16                MR. PAUL CHERNICK:   Okay.  Actually,

17 since we've been talking about the top fifty (50)

18 hours, I ended up yester -- I haven't looked back at

19 the transcript, but I ended up yesterday somewhat

20 confused about the -- how that two (2) CP allocator is

21 -- is derived.  And I was under the impression that it

22 was based on the top fifty (50) hours in the -- in --

23 in the reference year, which you gave us in GAC-8.

24                But I thought I also heard you say --

25 saying something about using load factors based on
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1 multiple years.  And I -- I wondered whether you'd

2 just briefly clarify how the two (2) CP allocator is -

3 - what -- what data it really comes from.

4                MS. KELLY DERKSEN:   Bear in mind that

5 what we did in PCOSS14 isn't intended to be what we

6 wish to do moving forward.  What we --

7                MR. PAUL CHERNICK:   That may be part

8 of my confusion, that sometimes --

9                MS. KELLY DERKSEN:   -- part --

10                MR. PAUL CHERNICK:   -- you talked

11 about what you intend to do, and -- and I don't quite

12 pick up on that nuance.

13                MS. KELLY DERKSEN:   Our intention is

14 to use eight (8) years of load research data to

15 develop those top fifty (50) peak periods in each of

16 those years between summer and winter averaged by

17 class.  We use that information in order to -- and we

18 drive a load factor out of that information in order

19 to apply it to our load forecast, which we only

20 forecast on an energy basis.

21                So that's the distinction that I was

22 trying to draw yesterday, but it's -- the intention is

23 to use eight (8) years of data, energy at peak periods

24 --

25                MR. PAUL CHERNICK:   Okay.
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1                MS. KELLY DERKSEN:   -- fifty (50) top

2 peak periods averaged between --

3                MR. PAUL CHERNICK:   Can I ask a

4 clarifying question?

5                MS. KELLY DERKSEN:   Sure.

6                MR. PAUL CHERNICK:   Okay.  That --

7 that seemed pretty clear, I think, and let me just see

8 -- see whether -- so whether I quite have it.  So

9 basically, what you're saying is you would do

10 something like what we see in GAC-8 for each of eight

11 (8) years, identify the peak hours.  Come up with your

12 estimate of the class contributions to each of those

13 fifty (50) hours based on your load research data.

14                Come up with a load factor for the

15 residential class, which would be the -- the annual

16 energy, or the -- the winter energy, however you're

17 doing it, divided by number of hours, and the

18 residential class is averaged in those fifty (50) peak

19 hours for the -- the year 2010/'11.  And that would be

20 one (1) of your data points, and then you would

21 average that across eight (8) years, and you'd have

22 your residential load factor that you would apply to

23 your forecast of residential energy, or winter energy,

24 to get the winter CP number for the class.  And you do

25 that for each of the classes, and then you'd have your
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1 -- your allocator.

2                MS. KELLY DERKSEN:   Yeah, I think

3 that's a fairly good --

4                MR. PAUL CHERNICK:   Okay.

5                MS. KELLY DERKSEN:   -- explanation of

6 it, yes.

7                MR. PAUL CHERNICK:   Thank you.  So do

8 you --do you -- you have that load research -- those

9 load research data now, and so next time you do a cost

10 of service study in a real rate case, you'll be able

11 to -- to do that analysis, or are you thinking it'll

12 be a few years before you have enough data to come up

13 with those represented load factors, or where do we

14 stand?

15                MS. KELLY DERKSEN:   Our intention is

16 to add years as we get them.  We had been moving tow -

17 - in that direction prior to -- I think it was around

18 2011 or something, which is when we determined that we

19 really needed to -- to include other -- wind, for

20 example, in the determination of peak -- at

21 generation.

22                And so as we add years, we will add to

23 the -- the calculations.  Over -- over a period of

24 eight (8) years, we'll get the data.  We're not going

25 to be there at the next time we have a general rate
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1 application.  We will only be, let's say, three (3) or

2 four (4) years in, so we will have part of the data.

3 We will use that data and apply it to the forecast

4 year.

5                MR. PAUL CHERNICK:   Okay.

6                DR. DAVID SWATEK:   Oh.  Right.  Mr.

7 Chernick, yeah --

8                MR. PAUL CHERNICK:   Complicate things

9 again?

10                DR. DAVID SWATEK:   No.  No, I -- I

11 believe I could -- I believe I could give you a

12 clarifying statement about the branch flows.  We -- we

13 con --

14                MR. PAUL CHERNICK:   Just for the

15 record, I didn't go back to this.

16                DR. DAVID SWATEK:   I did.

17                MR. PAUL CHERNICK:   This is the

18 Company who agreed to go.

19                DR. DAVID SWATEK:   Right.  Okay.

20 Yeah.  Yeah, we plan a transmission grid that can --

21 that can reliably serve all load, that -- that can

22 serve load and meet -- and meet NERC -- and meet the -

23 - the legislated NERC -- NERC reliability criteria.

24 That's the idea, is to serve the load and to meet the

25 reliability criteria.
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1                So if one (1) branch is -- is more

2 heavily loaded than -- than another branch, that is

3 not material if both those branches are required to

4 meet reliability criteria.

5                MR. PAUL CHERNICK:   Oh, so you're

6 saying you -- you couldn't determine what the

7 important time periods were for the transmission

8 system just by adding up the number of -- of heavily

9 loaded branches in each time period, because there's

10 this complex interaction between them and --

11                DR. DAVID SWATEK:   If the line is

12 required to meet reliability cri -- criteria, it may

13 be -- it -- it may be fairly lightly loaded at -- at

14 that time.  But it may be critical to meet reliability

15 criteria.  And -- and that's --

16                MR. PAUL CHERNICK:   A contingency.

17 That's the line that would pick up the -- the --

18                DR. DAVID SWATEK:   And -- and that is

19 -- and we are obligated by law to meet reliability

20 criteria.  So that's -- so that's --

21                MR. PAUL CHERNICK:   I don't think

22 anybody was arguing --

23                DR. DAVID SWATEK:   Right.  So that's

24 why I think we were -- that -- that's why we saw the

25 exercise as -- as being real -- as being somewhat
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1 unnecessary.

2                MR. PAUL CHERNICK:   Well --

3                DR. DAVID SWATEK:   In addition to

4 taking a -- a month's worth of work.

5                MR. PAUL CHERNICK:   Yeah.  No, and --

6 and --

7                DR. DAVID SWATEK:   Yeah.

8                MR. PAUL CHERNICK:   -- I certainly

9 wasn't suggesting that -- that it was worth a -- a

10 personal month of -- of labour to get this

11 information.  And I was -- I was hoping that you would

12 have something that would give us a sense of how it --

13 I mean, the -- the situation in these proceedings is

14 that you have a -- a very deep sense of how the

15 transmission system works, and when it's loaded, and -

16 - and what kinds of loads are driving concerns, or

17 what time -- time periods are driving concerns about

18 reliability.

19                And the other parties, of course, don't

20 have that kind of -- of insight.  And so some of the

21 discovery process consists of -- of our trying to, you

22 know, sort of peel back the -- the cover a little bit

23 and -- and peek in, and get some sense of -- of the

24 things that you -- that you know at a -- at a very

25 deep level.
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1                THE FACILITATOR:   Paul --

2                MR. PAUL CHERNICK:   But I know that in

3 some cases, that's just not...

4                THE FACILITATOR:   You've been --

5 you've been losing me for a little here on where

6 you're going with these things.  And I -- I wonder if

7 you could get a bit more focussed questions to get

8 quick answers and --

9                MR. PAUL CHERNICK:   I'm moving --

10                THE FACILITATOR:   -- I'm not sure how

11 much more you have.

12                MR. PAUL CHERNICK:   -- moving right

13 along.  I only have a -- a couple of -- of items left.

14                THE FACILITATOR:   That's good.

15                MR. PAUL CHERNICK:   Actually, I think

16 I've only got one (1) topic left, and that is if -- if

17 we're through with this colloquy about transmission

18 loads.

19                One (1) of the -- the issues that I

20 find interesting here is the question of, if a

21 customer is served by a less expensive service, a --

22 if a customer can be served with sub-transmission and

23 you don't have to build the transmission line out to

24 them, should you be charging them both for their load

25 proportional share of the transmission system and
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1 additionally for being on the subtransmission system?

2                So is the subtransmission system sort

3 of an adder on the cost they're imposing on the

4 transmission system or are they able to use less

5 expensive alternatives that saves the company money

6 and they certainly shouldn't be paying any more?

7 Maybe that class should be paying somewhat less, I

8 don't know.

9                But -- and that's what I wanted to --

10 to ask about.  The -- the -- why would -- why is it

11 appropriate to charge the classes that use -- some of

12 whose transmission requirements are served with

13 subtransmission more than a class that's served only

14 with the transmission system?

15                MS. KELLY DERKSEN:   I think I've got

16 your question, but can you ask it to me one (1) more

17 time.  I just want to make sure.  May -- maybe I'll

18 ask -- I'll ask it to you.  You tell me if I've got it

19 right.  You're asking me whether -- or why you would

20 allocate -- why -- why the result of your allocation

21 would be to charge or load more cost responsibility to

22 a customer at the subtransmission level than at the

23 transmission level.

24                And I -- I haven't thought extensively

25 about some of the nuances that could occur.  But my
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1 initial reaction is I can't think of a situation where

2 that customer is -- can be fed with -- in the absence

3 of the transmission system.

4                So I'm not sure how then you determine

5 what component of this integrated web -- spider web

6 that we have that should be allocated lesser to this

7 particular customer.

8                MR. MICHAEL O'SHEASY:   Hm.  Paul, if I

9 could --

10                MR. PAUL CHERNICK:   Yeah.

11                MR. MICHAEL O'SHEASY:   -- offer

12 something, too.  With most utilities that have a

13 transmission -- a subtransmission system identified,

14 the way it evolved over time is utilities weren't

15 always transmitting electricity 230 kV.

16                MR. PAUL CHERNICK:   Right.

17                MR. MICHAEL O'SHEASY:   They evolved by

18 a much lower kV.  Like, 69 kV was -- was -- at one

19 time, that was the highest voltage that utilities

20 transmitted power.  But they found out over time that

21 they could transmit it with less losses, more

22 efficiently with a higher voltage, so utilities

23 started building 115 kV lines and 230s, now 500s and

24 even 750 kV lines.

25                But the -- the point is they then
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1 connected almost all their generators to these high

2 voltage transmission lines.  So, basically, what

3 Kelly's saying is this network of transmission that

4 takes the power out of the generators is high voltage

5 transmission.  It -- it's usually anywhere from 115 to

6 maybe as high as 230 kV.

7                Then they'll branch off of that network

8 possibly with the subtransmission line, they don't

9 always do, but possibly with the subtransmission line.

10 And then it'll eventually go to a customer.  It might

11 go to a customer right at 44 kV.  But chances are

12 it'll go down into the distribution network itself,

13 primary and secondary.

14                And her point is, if -- if I understand

15 you right, which is in -- in concert with what

16 utilities do, the first thing we have to do is charge

17 you for generation.  Then we've got to charge you for

18 the high voltage transmission that gets it to the

19 subtransmission system.  And then we'll charge you for

20 the subtransmission.

21                MR. PAUL CHERNICK:   I know that's what

22 they do.

23                MR. MICHAEL O'SHEASY:   That's why you

24 charge more to a subtransmission customer than a

25 transmission customer.
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1                MR. PAUL CHERNICK:   So that would seem

2 to imply that you would be better -- that the utility

3 would be better off if all of the substations were

4 served at transmission.  Then you could lower

5 everybody's rates to the su – to the transmission

6 rate.  You wouldn't have to charge subtransmission to

7 anybody.

8                But, in fact, the -- the fact that you

9 have residential customers, small commercial customers

10 whose loads are low enough that even collectively

11 their substations can still be served at 66 kV means

12 that you get to save a lot of money, that you don't

13 have to build a 115 or 230 kV out to -- to serve them.

14                And, I mean, it just seems to me that

15 you're -- it's sort of perverse.  People are -- some

16 classes are taking -- are able to take service through

17 a lower cost alternative to get the supply at that

18 point is less expensive with the 66 than -- than with

19 100 kV, but you're charging that class more because

20 you've split the system into two (2) pieces.

21                And, I mean, there are things that are

22 additional.  Like if you customer serve -- you have to

23 add a -- a transformer and that's clearly in addition

24 to the system that's necessary, because they want to

25 be served a lower voltage.
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1                THE FACILITATOR:   Paul, I -- Paul, I

2 think there's a -- a simply answer to that -- the

3 question that you're posing.  Maybe we could try and

4 see whether we can cut some time by getting that.

5                MR. PAUL CHERNICK:   Okay.  Thanks.

6                DR. DAVID SWATEK:   Yeah.

7                MR. PAUL CHERNICK:   I wanted to make

8 sure it was --

9                DR. DAVID SWATEK:   Well, I think you -

10 - I think you may have been getting to the answer

11 yourself.  We do have customers that are served off of

12 the transmission, customers that are served off of 230

13 kV and one (1) -- 115 kV, and these large customers

14 then have to -- to invest their own capital in -- to

15 build their own hub stations to get that 230 kV down

16 to some useable voltage level.

17                So they're -- they're purchasing the

18 power wholesale off of the two thirty (230) and

19 they're processing it themselves to get it to a -- a

20 useable -- a useable voltage.  Alternatively, we could

21 -- we could do the processing through -- through a 66

22 kV to a lower voltage sub -- substation.

23                We could process it through our own

24 capital in -- investment and give the customer a

25 product they can use without any further in --
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1 investments on their part.  So it's -- it's like a

2 wholesale versus -- wholesale versus retail.

3                MR. PAUL CHERNICK:   Okay.  I -- I

4 understand the -- the answer and -- and that's all the

5 questions I have about transmission.

6                THE FACILITATOR:   Thank you.  I'm --

7 I'm advised that General Service doesn't have any

8 questions?

9                MR. CHRISTIAN MONNIN:   I can advise

10 that's the case for -- for today's workshop.  Thank

11 you.

12                THE FACILITATOR:   All right.  And MKO,

13 no questions?

14                MR. GEORGE ORLE:   A lot of work just

15 to say no questions.

16                THE FACILITATOR:   And John Todd for

17 the City of Winnipeg, do you want to entertain us

18 today or not?

19                MR. JOHN TODD:   Sorry, Sir.  The

20 answer is no.  Yeah, the long answer -- the -- the

21 long answer and the short answer I guess is no.  The

22 long answer is no, no, no.

23                THE FACILITATOR:   All right.

24                MR. JOHN TODD:   We're saving our

25 ammunition.
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1                THE FACILITATOR:   We look forward to

2 tomorrow.  So we're onto Daymark.  Sorry.  Byron's had

3 his big chance.

4

5                       (BRIEF PAUSE)

6

7                THE FACILITATOR:   Daymark...?

8

9 QUESTIONS BY BOARD CONSULTANT (DAYMARK):

10                MS. MARY NEAL:   So if we could just

11 start by looking at Schedule D1 from PCOSS14 amended

12 and the response to the Coalition IR number 21, part C

13 and B.  I just want to followup one (1) more time on

14 estimates of total exports that are used in the

15 allocators.

16                So here we have an estimate of total

17 extraprovincial sales of about 9.7 terawatt hours,

18 correct?

19                MS. KELLY DERKSEN:   Yes, that's right.

20                MS. MARY NEAL:   And if we looked at

21 the tables of numbers provided in response to the

22 Coalition IR number 21 you would see on average you're

23 looking at between 6 and 7 terawatt hours, correct?

24

25                       (BRIEF PAUSE)
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1                MS. KELLY DERKSEN:   Can you remind me

2 which Information Request that you're looking at?

3                MS. MARY NEAL:   Coalition number 21,

4 parts 'B' and 'C.'

5

6                       (BRIEF PAUSE)

7

8                MS. KELLY DERKSEN:   I believe the

9 difference is because PCOSS14 amended, as well as

10 PCOSS14, is based on median conditions.  So there's

11 some consideration of storage reservoirs influenced in

12 -- in terms of the determination of energy in those

13 conditions compared to the response in that IR which

14 is based on average flow conditions.

15                MS. MARY NEAL:   Okay.  So the starting

16 point then sort of increases the amount of total sales

17 in this case.  Correct?

18

19                       (BRIEF PAUSE)

20

21                MS. KELLY DERKSEN:   For average

22 conditions, is that -- is that what you're asking me

23 about?

24                MS. MARY NEAL:   Well, the -- the one

25 (1) -- the number in PCOSS14 amended is -- is higher,
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1 so you're saying that's influenced by initial

2 reservoir levels.  So those initial reser -- reservoir

3 levels helped increase the total amount of sales as

4 opposed to --

5                MR. PAUL CHERNICK:   Mary, I'm --

6                MS. MARY NEAL:   -- these years here?

7                MR. PAUL CHERNICK:   -- I'm -- I'm

8 confused.  You're saying that -- you're looking at the

9 5 million in -- in export sales?

10                MS. MARY NEAL:   No, I'm looking at the

11 9.7 terawatt hours that includes opportunity.

12

13                       (BRIEF PAUSE)

14

15                MR. PAUL CHERNICK:   Oh, okay.  Sorry,

16 I was looking at a different version of the table.

17

18                       (BRIEF PAUSE)

19

20                MS. KELLY DERKSEN:   That -- that's

21 fair, yes.  It's --

22                MS. MARY NEAL:   Okay.  Okay.  Just

23 wanted to make sure I understand.  So and this is --

24 this is the method that you had proposed to continue

25 to use going forward?
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1                MS. KELLY DERKSEN:   What method are we

2 talking about now?

3                MS. MARY NEAL:   In terms of if you're

4 doing another PCOSS study with more recent numbers, or

5 a more recent IFF, you would do something similar in

6 terms of looking at a projection of -- of median water

7 year based on starting reservoir levels to get to this

8 number, but you would also use the five (5) year

9 forecast based on average conditions to split the

10 total number in between dependable and opportunity

11 sales.

12                MS. KELLY DERKSEN:   The median flow

13 conditions and the fact that no reservoir storage

14 levels are determine -- are -- are a basis in the

15 determination of that median flow condition --

16 determination that flows into the IFF, and we use that

17 as the basis for cost of service.  So unless that

18 assumption were to change cost of service -- cost of

19 service needs to be commensurate with the -- the

20 revenue requirement assumptions that -- that underpin

21 it.

22                So if those assumptions change, then

23 PCOSS assumptions ought to change also.  So, yes, we

24 intend to continue down that path with that caveat.

25 And, yes, with respect to using the five (5) year
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1 average of average flows for the purposes of drawing

2 distinction between what is available to -- for

3 dependable versus opportunity sales.

4                MS. MARY NEAL:   Okay.  Fair enough.

5 And could you explain what model is used to generate

6 the forecast of these sales?  Like, is it the -- the

7 SPLASH model we learned so much about during the NFAT,

8 or some other model?

9                MS. KELLY DERKSEN:   Which numbers are

10 you specifically referring to, please?

11                MS. MARY NEAL:   The forecast of

12 exports.  Yeah, the nine seven (97).

13                MR. DAVID CORMIE:   The first two (2)

14 years of the IFF are using the HERMES model.  And

15 SPLASH determines the -- the back eighteen (18).

16                MS. MARY NEAL:   Okay.  Thank you.  I

17 think my only other question is just could you

18 elaborate a little bit more on why it's more

19 reasonable to take that five (5) year average and

20 apply that percentage in order to determine how much

21 dependable exports there are, as opposed to just

22 taking an average of dependable exports?

23                MS. KELLY DERKSEN:   An average based

24 on what?

25                MS. MARY NEAL:   So let me try and
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1 rephrase to be more clear.  So in this case here we

2 have, you know, the 5 terawatt hours of dependable

3 sales.  If you looked at the total terawatt hours in

4 the IR response it's only around three (3) or three

5 (3) to four (4).

6                So why is it more reasonable to use

7 five (5)?

8                MS. KELLY DERKSEN:   So why is it more

9 reasonable to not include median flow conditions,

10 which inherent in those calculations consider current

11 storage re -- reservoir levels.

12                Is -- is that what your question is?

13                MS. MARY NEAL:   Essentially, yes.

14

15                       (BRIEF PAUSE)

16

17                MS. KELLY DERKSEN:   I guess there are

18 a couple of reasons.  Number 1 is vol -- volatility

19 could be a -- a little bit of a factor.  But likely as

20 important, or maybe more important is, you know, we're

21 -- we're -- we were not trying to place too fine a

22 point on how one calculates this.  If you accept that,

23 you know, we're really looking to -- to allocate costs

24 to dep -- fixed embedded costs responsibility to

25 dependable sales, largely based on -- on a policy
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1 decision.

2                So you could place a finer point on and

3 debate the merits of including a more current

4 forecast, if -- if that's how you vie -- how you view

5 it.  I -- I say that from the perspective of you have

6 known conditions that underpin median flow

7 calculations.  So if you want to go to that finer

8 point, you know, we can -- we can talk about it.  But,

9 you know, we were really looking just to take -- to

10 minimize the volatility, recognizing that we were not

11 looking to -- there wasn't any specific engineering or

12 -- or science to how we wished to allocate cost

13 responsibility to exports in the first place.  Because

14 the goal is not to allocate cost to exports per se.

15 The goal is to determine what the appropriate level of

16 sharing of export revenue is for domestic cost

17 responsibility.  So it really depends on how -- how

18 you view -- how you want to go down that path.

19                MS. MARY NEAL:   Okay.  Before we leave

20 this Schedule D1, I just also want to be clear on some

21 of the data used to support the percentages on this.

22 We have the average percents of annual energy that's

23 used to split the energy between the two (2) periods,

24 summer and winter.  And we also have the load factors.

25                And my understanding is that, for
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1 PCOSS14 amended you couldn't use a full eight (8)

2 years of load data, you had to go down to one (1) for

3 this particular allocator.  And I was wondering if

4 that affected both the splits of the energy and the

5 load factor or if it's just one (1) or the other, or

6 could you clarify that?

7

8                       (BRIEF PAUSE)

9

10                MS. KELLY DERKSEN:   It's just the load

11 factor because we continue to still have the

12 information by season.

13                MS. MARY NEAL:   Okay.  Great.  Thank

14 you.

15

16                       (BRIEF PAUSE)

17

18                MS. MARY NEAL:   So different topic.

19 Could you explain why you have your ancillary services

20 subfunction  an -- allocated on the 2CP?

21                MS. KELLY DERKSEN:   We don't have all

22 of our ancillary service -- our ancillary service

23 costs allocated on a 2CP basis.  The only one that we

24 explicitly identify and allocate on a 2CP basis are --

25 is with respect to system dispatch and control.  All
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1 of the other functions are provided by the generator

2 and conti -- those costs continue to sit in the

3 generation function and are allocated on a weighted

4 energy allocator.

5                MS. MARY NEAL:   So -- so why for

6 system control then is that 2CP?

7

8                       (BRIEF PAUSE)

9

10                MS. KELLY DERKSEN:   I understand that

11 system dispatch and control is part of transmission

12 operating costs, and so appropriately is

13 functionalised as such.  And it is -- share the same

14 allocator as the rest of our transmission function,

15 the -- the 2CP allocator.

16                MS. MARY NEAL:   Okay.

17

18                       (BRIEF PAUSE)

19

20                MS. MARY NEAL:   I have a quick

21 question.  I don't want to belabour this too much.

22 But in response to the IRs there was a couple of

23 different revenue requirement numbers for Bipole III

24 and Riel.  One (1) was provided in response to PUB IR

25 number 55 in an Excel attachment, which was a model.
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1 And there was also some numbers in a table in response

2 to IR PUB-70, and the two (2) are slightly different,

3 and it's not a huge difference.

4                But I was just wondering if there was

5 one or another that might be more up-to-date or

6 something that -- some kind of reason you might want

7 to prefer one or the other?

8                MS. KELLY DERKSEN:   I think we so --

9 we talk -- maybe my memory is failing here.  I thought

10 we talked about this with somebody this morning.  And

11 -- and the reason is because Bipole III, the total

12 projected cost of that project, approximately $4.5

13 billion, includes the whole infrastructure investment

14 with respect to Riel.

15                So in one (1) of the IRs, I can't

16 remember which one off the top of my head, one (1) of

17 them we've pulled out the component of Riel that

18 relates to the -- the switch yard, the -- the AC

19 component of Riel.  I don't even recall how many

20 dollars they were, but they weren't significant

21 because that will be functionalised in cost-of-service

22 as transmission as -- as opposed to generation.

23                And so that was the distin -- the

24 distinction between the two (2) IRs.

25
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1                       (BRIEF PAUSE)

2

3                MS. KELLY DERKSEN:   And I'm also

4 understanding that there were different IRs that

5 inquired about this and one (1) was with respect

6 specifically to the year 20 -- 1920 and the other was

7 '21/'22.  So that might drive a bit of the difference

8 also.

9                MS. MARY NEAL:   Okay.  All right.  And

10 on the topic of functionalization, could you just -- I

11 know we've talked about this a little bit, but just to

12 put it in very direct terms, why is a line like the

13 one (1) that connects to Churchill functionalized as

14 transmission, whereas the -- the Bipoles are

15 functionalized as generation when both, you know,

16 connect remote generation to load centres and both

17 have unidirectional flows?

18

19                       (BRIEF PAUSE)

20

21                DR. DAVID SWATEK:   Yes, that goes back

22 to the -- the used and useful criteria and as well as

23 to the FERC seven (7) point test.  The -- the line --

24 the line to Churchill, it's a radial line that has

25 power flow in only one (1) direction.  It -- it serves
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1 only one (1) purpose and that's to -- to deliver power

2 to the town of Churchill.

3                It -- it cannot be simultaneously used

4 and useful to all transmission customers, or even to

5 multiple.  So, no, it's -- it's categorized as radial

6 transmission and by the -- the FERC seven (7) point

7 test and by the used and useful criteria it's non-

8 tariffable.

9                MS. MARY NEAL:   Right, but non-

10 tariffable is still transmission?

11                DR. DAVID SWATEK:   But non-tariffable

12 trans -- transmission meaning it's not part of the

13 grid.  It's not part of the bulk electric system.

14                MS. MARY NEAL:   But it's still

15 allocated on the same basis as the rest of the grid?

16                DR. DAVID SWATEK:   How it's allocated?

17                MS. KELLY DERKSEN:   It is still

18 allocated on a 2CP basis.  Are you asking why it's not

19 generation --

20                MS. MARY NEAL:   Right.  I --

21                MS. KELLY DERKSEN:   -- or treated --

22 or allocated on a weighted energy allocator as opposed

23 to a 2CP?

24                MS. MARY NEAL:   Thank you.

25
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1                       (BRIEF PAUSE)

2

3                MS. KELLY DERKSEN:   It's -- you know,

4 the largest reason is because it is a line that is

5 moving genera -- or energy to the load as opposed to

6 let's say a Bipole, which there is no viable load at

7 the end of that facility.

8                DR. DAVID SWATEK:   Yes, just to add to

9 that, the -- the line to Churchill is sized to serve

10 the town of Churchill.  It's not -- it's not sized to

11 serve the -- the magnitude of generation that's behind

12 it.  So, no, it's a -- it's a radial load serving

13 line, not generation at all.

14                MS. MARY NEAL:   Okay.

15

16                       (BRIEF PAUSE)

17

18                MR. DANIEL PEACO:   We all set?  Yeah.

19 Good afternoon.  Dan Peaco.  I just have a few

20 questions, and unfortunately, most of those go back

21 into the muddy pool that Paul's created with talking

22 about transmission planning, so I'm hope -- hopefully

23 we won't get hung up in some of -- some of -- too much

24 of this, but I -- I do have a few questions.

25                And my questions generally pertain to
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1 Bipole and the -- the functionalization and the -- and

2 the allo -- and the classification of that facility.

3 So I've got -- and so I've got some questions I want -

4 - around that that I'd like to understand.

5                And I guess the first thing I'd like to

6 do is to ask about reference response to Coalition-

7 44A.  And in that, there was -- in that response, the

8 -- basically, the question asked for the most current

9 Bipole project cost justification.  And on page --

10 Attachment 1, page 3 of 4, is -- is specifically what

11 I wanted to go to, which is -- goes to the

12 justification for the -- for the facility.  And on

13 that page, I -- specifically, that -- that section

14 that starts "justification" is what I want to ask

15 about.

16                In this -- there's two (2) paragraphs

17 in here.  In the first paragraph, it basically talks

18 about the justification for Bipole III being increased

19 reliability, and for two (2) purposes as I -- as I

20 understand, outages of two (2) different type -- two

21 (2) different types of outage conditions.

22                And I assume these are -- you -- you

23 referred earlier to 'N' minus one (1) conditions are -

24 - I'm not sure exactly what category this is, but my

25 understanding is that the -- the rationale for this
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1 particular thing in reliability is -- is some sort --

2 sort of transmission planning study to reinforce the

3 reliability of the -- of the Bipole I and II system.

4 Is that correct?

5                DR. DAVID SWATEK:   That is correct,

6 yes.  This is -- yeah.  You referred to 'N' minus one

7 (1).  This is not 'N' minus one (1).  This is what's

8 called a NERC Category D.

9                MR. DANIEL PEACO:   M-hm.

10                DR. DAVID SWATEK:   There is a NERC

11 reliability standard TPL-4 that -- that requires

12 utilities to study the impact of low probability/high

13 impact events, and have some kind of a plan. That's --

14                MR. DANIEL PEACO:   I understand.  I

15 wasn't -- I wasn't intending to imply that this was a

16 'N' minus one (1) analysis, but you --

17                DR. DAVID SWATEK:   Right.

18                MR. DANIEL PEACO:   -- that was a type

19 of criteria that's used in planning.  And so in -- in

20 this particular analysis, you did a -- the -- the

21 contingencies you were concerned about was the

22 simultaneous loss of the two (2) existing bipoles, or

23 the loss of the terminus for those poles, correct?

24                DR. DAVID SWATEK:   Yes.

25                MR. DANIEL PEACO:   Okay.  And so that
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1 -- but fundamentally, that's a reliability analysis.

2                MS. KELLY DERKSEN:   I think we need to

3 clarify what reliability means, because there are

4 different -- reliability means different things to

5 different people, so we need help --

6                MR. DANIEL PEACO:   Okay.  Tell me what

7 you mean.

8                DR. DAVID SWATEK:   Okay.  Sure.  Okay.

9 We're talking about reliability of that generation

10 outlet transmission.  Reliability of that big HVDC

11 pipeline from -- from the northern collector system to

12 the south.  And just making that critical pipeline

13 that carries 70 percent of our generation capacity,

14 just making that more resilient to -- to challenges

15 that have brought down those lines in the past.

16                MR. DANIEL PEACO:   Sure.  But I guess

17 I'm not -- that -- that's consistent with my

18 understanding of reliability, but I'm not sure --

19                DR. DAVID SWATEK:   Generation --

20                MS. KELLY DERKSEN:   The distinction I

21 was trying to draw is that in -- in -- at times, in

22 cost-of-service, reliability can be viewed as meeting

23 the peak loads of a customer and the costs incurred in

24 order to meet that obligation.  Reliability in this

25 context is different.  This is reliability in the
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1 sense of moving energy at all periods, in addition to

2 peak periods.  So there's a distinction, and an

3 important one, for cost-of-service purposes that --

4 that needs to be drawn.

5                MR. DANIEL PEACO:   Okay.  And that's

6 what I -- let me -- let me -- one (1) follow-up

7 question.  And I -- the -- the one (1) question I have

8 about the reliability standard.  You talked about it

9 in terms of reliability of -- of the -- the deliver --

10 of delivery of the -- of the output of the facilities.

11 But the NER -- the -- the NERC standard, as I

12 understand it, focuses on the ability for the system

13 to serve load.  And I think -- so it -- it may be a

14 distinction without a difference, but I think the --

15 the planning objective of the study would be to

16 determine whether those outage conditions put your

17 ability to serve load at risk.

18                DR. DAVID SWATEK:   That is correct.

19 With that -- with the outage of the -- the Bipoles I

20 and II lines, or the Dorsey Converter Station, we

21 would not have the capability to serve Manitoba load--

22                MR. DANIEL PEACO:   M-hm.

23                DR. DAVID SWATEK:   -- during -- during

24 winter peak.  We cannot import enough power, and we

25 don't have enough remaining generation after losing --
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1 after losing 70 percent of our capacity.

2                MR. DANIEL PEACO:   Yeah.  No, I

3 understand.  That -- that's -- so you -- the

4 distinction I draw was do you accept the -- the loss

5 of load is -- is the focus of that analysis?

6                DR. DAVID SWATEK:   That -- oh, that --

7 that absolutely is -- the -- the focus is keeping the

8 lights on in Manitoba during winter peak.

9                MR. DANIEL PEACO:   Okay.  So with --

10 with that, I think -- I think Kelly kind of went to

11 where my next question was going to be.  Because given

12 that justification, the -- the cost-of-service study

13 sort of goes in a different direction, and I want to

14 make sure we have a -- sort of an understanding of the

15 distinction and the logic in terms of how the -- sort

16 of the -- the primary purpose of the facility goes to

17 how the -- how the facility is treated in the -- in

18 the cost-of-service study.

19

20                       (BRIEF PAUSE)

21

22                MR. DANIEL PEACO:   But -- but before

23 we go there, though...

24

25                       (BRIEF PAUSE)
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1                MR. ROBERT CAMFIELD:   Just to add to

2 Kelly's -- Kelly's comments with respect to

3 reliability.  All too often as an industry, I think,

4 we have assigned capacity costs or capital costs

5 according to peak demand, saying that, Well, the

6 resources underlying those costs are related with the

7 peak demand.  And, of course, peak demand is a key

8 element of expansion planning, both for generation and

9 transmission.

10                The fact is, though, where you have

11 isolated generation such as this, and other situations

12 I can think of also, that for the supply side,

13 contingency events which are long -- and rather

14 indivisible, large scale outages of significant

15 magnitude.  A couple thousand megawatts.

16                Then the lost load is not just a few

17 hours, but has considerable duration, over weeks,

18 potentially.  And so we're talking about huge societal

19 costs.  And -- and, thus, the reliability takes on an

20 energy dimension of duration -- considerable duration.

21                MR. DANIEL PEACO:   A couple of other

22 questions I -- oh, is it off?

23

24                       (BRIEF PAUSE)

25
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1                MR. MICHAEL O'SHEASY:   While they're

2 talking, I -- I'd like to add that my perspective of

3 Bipole III is it is an additional resource sim -- very

4 similar to Bipole I and II.  It's not like it stands

5 in reserve in the event that Bipole I and II go down,

6 and that's its only purpose.  Its purpose is to

7 transmit large quantities of energy, just like Bipoles

8 I and II do, so I see it as a parallel to Bipole I and

9 II.  And how you allocate Bipole I and II, it makes

10 sense to me you would do similarly for Bipole III.

11                MR. ROBERT CAMFIELD:   On the notion of

12 reliability to satisfy peak demand, I can think of an

13 event, for example, where a utility is watching -- it

14 was a fairly high load day, and they were watching

15 voltages in a certain area of their system getting

16 kind of low.

17                And they were concerned about the line

18 tripping off and -- and possibly, at least within the

19 area, causing some sort of cascade, one (1) line going

20 out, you know, the power instantly flows through their

21 lines and so forth.  You can be concerned about

22 overloading more than one (1) line, right,

23 sequentially.

24                So -- so what they did is switch out a

25 couple of primary feeders, and thus unload that line,
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1 but only for a few hours, so some of the load was

2 lost.  Some customers were certainly outaged.  It was

3 a highly local -- local specific.

4                But the point is here that with the

5 high peak demand condition where this reliability

6 event took place, and it was a short duration, a few

7 hours, that the customers were outaged, that's

8 diametrically different than the situation we're

9 confronted here with Bipole III.

10                Here we could see outages.  And -- and,

11 of course, Manitoba Fire -- Hydro has to protect for

12 outages, not just high peak load conditions during the

13 winter, but outages of considerable duration, lasting

14 weeks, and so the -- the outage caused consideration.

15                Again, loss value to consumers as a

16 whole can just be huge, enormous.  And so, for that

17 reason, Bipole III is clearly reliability with a large

18 energy component.

19                MR. DANIEL PEACO:   We -- were you

20 referring to an assessment of that, or is that

21 just...?

22                MR. ROBERT CAMFIELD:   Well, I wasn't

23 specifically in my comments referring to an assessment

24 of that.  But David just showed me here exactly that

25 situation, where the -- the duration of the outage is
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1 of -- of considerable duration.

2                MS. KELLY DERKSEN:   And what they're

3 looking at is -- is the exhibit that was entered into

4 the record this morning with respect to the materials

5 that MIPUG put -- put on the record.  I think it was

6 listed as a -- an MH exhibit though.

7                MR. DANIEL PEACO:   That was the -- the

8 document for the environmental application that --

9 that was discussed this morning?

10                MS. KELLY DERKSEN:   Yes, it was.

11                MR. DANIEL PEACO:   Okay, thanks.  No,

12 that --- that's helpful, because I -- I wanted to make

13 sure that we understood the reliability context here.

14                The -- a couple of other questions on -

15 - on the -- on the analysis done for that.  In terms

16 of the -- is -- is the analysis that was done here, is

17 that -- sort of the need for this came about because

18 of the new NERC standards, or was this stuff prior to

19 that?

20                DR. DAVID SWATEK:   The need has been

21 recognized --

22                MR. DANIEL PEACO:   Since the outage?

23                DR. DAVID SWATEK:   -- for -- for a

24 while.  Like, back in the 1980s, the gap, this power

25 deficit of -- if -- if we were to lose the Bipoles I



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

545

1 and II lines or Dorsey, how much of a gap would --

2 would we have, how much of a supply deficit.

3                And back then, you could -- you could

4 satisfy that supply deficit by running the Brandon --

5 by running the Brandon thermal units.  But then, over

6 time, that deficit has just continued to grow and

7 grow.  We've -- we built tie lines that gave us the

8 ability to import energy, but the -- this type of

9 infrastructure deficit does keep growing over time,

10 and it has kept growing over time.

11                And we are now at the point where we

12 can't turn on enough thermal generation.  We can't --

13 we can't import enough energy to -- to meet Manitoba

14 load.          MR. DANIEL PEACO:   Okay.  A couple

15 other minor questions just on the analysis.  When you

16 do -- do that analysis, what -- what kind of hydro

17 conditions do you assume in -- in sort of studying the

18 reliability of with or without Bipole III?

19

20                       (BRIEF PAUSE)

21

22                MR. DAVID CORMIE:   Mr. Peaco, I don't

23 -- I'm not sure it matters, because whether we are in

24 favourable water conditions or not just determines how

25 much exports we would have.  So if we're in normal
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1 water conditions, we would lose all those exports.  We

2 would still maximize imports and we would still be

3 short serving Manitoba load.

4                If we were already in a drought, we'd

5 already be maximizing import.  We couldn't import any

6 more, so we would still be short.  So I -- I don't

7 think it makes much difference to --

8                MR. DANIEL PEACO:   No, no.  I guess --

9 I guess my question is, though -- and the -- the

10 question goes to the -- the notion is, is the -- is

11 the reliability based to your abilities to supply

12 domestic load, domestic load from commitments, or --

13 or to provide, you know, opportunity sales, or some

14 combination of those?

15                DR. DAVID SWATEK:   Oh, the requirement

16 is all about serving domestic load.  When we do these

17 calc -- calculations, we are assuming that we are not

18 exporting anything.  That we -- we are using our tie

19 lines to their maximum ability to import.

20                MR. DANIEL PEACO:   So in that study,

21 you -- you're assuming an outage state, which means

22 that you discontinue exports and you're -- you're

23 importing to the extent you can to -- to mitigate debt

24 -- debt situation?

25                DR. DAVID SWATEK:   Yes.
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1                MR. DANIEL PEACO:   Okay.  Thank you.

2                MR. DAVID CORMIE:   But I -- I do think

3 that if we are in better water conditions, we will

4 have more AC generation available.  So if we would

5 have normal flows on the Winnipeg River, you would

6 have the full amount of Winnipeg River.

7                If you're in a drought flow, you might

8 only have 50 percent of the capacity there.  So

9 clearly, better flow conditions provides more

10 hydraulic generation on the southern AC network.

11 Drought flows would -- would reduce that.

12                MR. DANIEL PEACO:   So the worst --

13                MR. DAVID CORMIE:   But again, it's a -

14 - it would be a few hundred megawatts, whereas you're

15 losing, you know, thousands of megawatts on the --

16 from the DC.

17                MR. DANIEL PEACO:   So the worst

18 contingency would be actually in drought conditions as

19 opposed to higher water conditions?

20                MR. DAVID CORMIE:   Right.  When you're

21 already pre -- pre-importing and -- and this is with

22 regard to export sales.  Every export contract that we

23 have is curtailable for -- for DC contingencies.  So

24 we're not -- we don't guarantee -- we -- we guarantee

25 firm capacity, but we don't guarantee firm DC
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1 transmission service.

2                So that's -- that's our -- that's one

3 (1) of the conditions in the export contracts.

4                MR. DANIEL PEACO:   Okay.  Thanks.

5 That's helpful.  The -- if we could just turn to slide

6 19 in your -- your presentation.  And I -- mostly just

7 a recap, but I think we've -- we've understood here,

8 so and -- and this kind of is -- is a synopsis of your

9 treatment of Bipole III, and I wanted to make sure I

10 understood the background of the reliability in the

11 articles.

12                So -- and I guess one (1) of the

13 questions is the purpose and function identical to

14 Bipoles II and III, I guess what -- and I want to make

15 sure I understand that identical purpose, because --

16 because the -- the reliability now sort of makes it

17 sound like there's a different purpose, and -- and I

18 guess I'm wondering whether it's -- whether you --

19 whether you call out one (1) particular facility or

20 call out some component of the cost as reliability

21 cost for the composite of I, II, and III, or whether

22 you call out III.

23                Is there -- is there -- is it your

24 assessment that 100 percent of the aggregate of those

25 three (3) facilities is -- is 100 percent energy, or
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1 how does a reliability component fit into that,

2 whether it's individual facilities or aggregate?

3                DR. DAVID SWATEK:   Okay.  Here, we got

4 into a little discussion just as you were wrapping up

5 your question, so I hope I -- I hope I caught it all.

6 We -- we're treating Bipole III just like Bipoles I

7 and II, and they are one (1) -- they -- they are

8 considered one (1) aggregate.  When the Bipoles I and

9 II systems were put in, like you -- you need to have

10 spare capacity in this HVDC pipeline.

11                And when those systems were first put

12 in, the idea was we would have a spare pole, like one

13 (1) -- one half (1/2) of -- of one (1) bipole line

14 would be a spare in case there was a contingency that

15 brought down -- well, but I shouldn't use the word

16 brought down, but if -- if there was a contingency

17 that --

18                MR. DANIEL PEACO:   Yeah.

19                DR. DAVID SWATEK:   -- if there was a

20 contingency that cut power on -- on one (1) pole we

21 would have a spare pole.  That -- that was the

22 original concept.  Over time, we loaded up the

23 bipoles.  We added more generation.  We -- we added

24 Limestone.

25                We are at the point now where we --
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1 well, we -- we certainly don't have that -- that spare

2 pole capacity anymore.  In fact, we don't even have

3 what's called a spare valved group.  Like, each of the

4 poles is made up by mult -- by a stack of these valved

5 groups.  You -- you add these valved groups up like

6 flashlight batteries to get your 500 kV.  Right --

7 right now we don't even have a spare valve group.

8                So those -- the -- the inherent -- the

9 reliability that was inherent in the original Bipoles

10 I and II concept is totally gone now.  If -- if we

11 lose one valve group we don't have the capacity to

12 carry all the northern collector generation down --

13 down south.  So by adding Bipole III to -- to that

14 mix, it returns us to the old days of having some

15 spare capacity.

16                MR. DANIEL PEACO:   Okay.  Thanks.

17                MS. KELLY DERKSEN:   I just like to --

18 to add because there was a cost of service question in

19 your question that I'd like to address, please.  And

20 that's the issue of -- it's really the issue of how do

21 you allocate the cost of -- of Bipole III and -- and

22 Bipole I and II.

23                Mr. Bowman took me to task a little bit

24 yesterday about, you know, that functionalization

25 matters.  I guess in some sense it does, but
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1 ultimately the question is how do you allocate that

2 cost?  And you prefaced your question by say -- saying

3 that you allocated 100 percent -- excuse me,

4 classified 100 percent on energy.

5                And that's not -- you know, in our view

6 that's -- that's not correct.  And -- and the debate

7 is, in my mind at least, do you allocate that cost

8 Bipole III as well as I and II on the basis of

9 weighted energy, which inherent in it has demand

10 components in it, or do you allocate it let's say on a

11 2CP allocator which is the all -- allocator that we

12 used for meshed AC trans -- transmission network cost.

13                Both of them have both energy and

14 demand components to them.  The weighted energy

15 allocator has a heavier influence of energy.  The 2CP

16 allocator has a heavier influence of demand.  But both

17 of them have both energy and demand.

18                And the question is have we drawn the

19 appropriate demarcation point between energy and

20 demand for those facilities?  And we're saying because

21 of the potential, the -- the reason for -- for their

22 existence is to meet the energy needs of customers,

23 both from a planning perspective in the event that

24 other infrastructure isn't available to us, or every

25 other point in time -- in other words in eighty-seven
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1 hundred and sixty (8,760) hours a year should that

2 drive a heavier influence of energy in your allocator?

3 Or should that be driven more by capacity?  That's --

4 that's the question.

5                And so we said, We think we've done it

6 right here with respect to Bipoles I and II.  Bipole

7 III when, you know, once that comes online, from an

8 operation perspect -- perspective, won't function any

9 different than Bipoles I and II.  You can't stream

10 energy down one (1), the other, or the third.  It will

11 function no different.  So we're saying on the -- on

12 those basis, you know, we -- we think we're on solid

13 ground here.  And so -- and that's -- but that's the

14 debate is -- is that.  So -- and I think that's what

15 your question was.

16                MR. DANIEL PEACO:   Yeah.  No, exactly.

17 You got it exactly right.  And I -- and I think it's

18 very on point.  As my -- my purpose of this -- sorry,

19 going into the weeds of transmission planning.  This

20 is -- but -- but was to get to -- to exactly the --

21 the question, to make sure we understood how you were

22 looking at this.  Because if you look at the plain --

23 the paper that we started with, the looks of

24 reliability and how you connect that -- that concept

25 to the -- the allocation that you're using.
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1                And that's exactly why I wanted to

2 understand how you were thinking about it, and I think

3 we've gotten there.  I don't know if you've got

4 anything else to add on -- on the question.  But the -

5 - the question as -- as I tried to frame it, and I

6 think as you art -- articulated well, is how you get

7 to allocate -- functionalizing as generation and

8 allocating the weighted energy when -- you know, given

9 the -- sort of the -- the justification context that -

10 - that's on there.

11                And I think we -- hopefully we've

12 worked through this.  And I don't know if there's

13 anything else you have to add sort of to illuminate

14 how you're thinking about that -- that decision on

15 cost allocation.  But that's where -- that's what I

16 wanted to try to make sure we teased out.

17                MS. KELLY DERKSEN:   I'm not sure that

18 there is.  I -- I think the -- you know, that the two

19 (2) key point -- or maybe the three (3) key points

20 are, number 1 that in the context of the reliability

21 discussion, which was I think well clarified by Mr.

22 Camfield to say if there's an outage that occurs

23 because one (1) of those facilities or both of those

24 facilities that currently exist go down, that that

25 outage is going to occur over excessive -- is -- is
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1 likely to occur over excessive periods of time.

2                And so that suggests -- that could

3 suggest in the mind of the cost allocation analyst to

4 say, Well, that is -- is really having a strong energy

5 component to it in -- in that kind of catastrophic

6 perspective.

7                When you get to operations under normal

8 conditions you wouldn't ant -- anticipate to

9 experience that.  So then you look to, well, how does

10 it function?  How does it normally operate?  And

11 normally it operates no different than the other

12 facilities.  And so that's sort of the -- the second

13 check mark, at least in my mind, to say, you -- you

14 know, you -- you might want to look to have your

15 energy allocator.  And so a comb -- a combination of

16 those things, I think, sort of reinforces the existing

17 treatment based on -- on weighted energy.

18                MR. DANIEL PEACO:   Okay.  Thanks.

19 Just a couple of other questions.  And -- and maybe

20 one (1) more question on this.  And I'm assum -- with

21 -- with the reliability assessments -- perhaps the

22 answer is both -- but were the reliability assessments

23 done on -- on current conditions or post-Keeyask

24 conditions?  Or what -- what -- what's the -- the --

25 what's the time horizon for the studies that you're
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1 relying on for this?

2                And is that -- is the condition on

3 reliability true today as -- as it would be after

4 Keeyask comes in or -- or...

5                DR. DAVID SWATEK:   Yes.  The original

6 studies for the -- or the original presentation done

7 for the Clean Environment Commission was done prior to

8 Keeyask.  We've repeated the reliability --

9 reliability studies post -- post-Keeyask and MMTP.

10 It's mainly MMTP because if you lose the Bipoles you

11 would lose Keeyask.  But even with -- with these new -

12 - new facilities we are 700 megawatts short.  700

13 megawatts is an awful lot.

14                It's -- it's not just a -- a -- it's

15 not just a couple of hours during -- during the peak.

16 Lights would -- lights would be out for a long time.

17                MR. DANIEL PEACO:   When you say, "700

18 megawatts short," tell me what mean by that.

19                DR. DAVID SWATEK:   If -- if we lost

20 the -- in the absence of the -- yeah, okay.  If we

21 lost the Bipoles I and II lines and we were importing

22 as much power as we can, if we were running as many

23 thermal generations and getting as much energy out of

24 the remaining surviving hydraulic -- hydraulic units,

25 without the MMTP line we would be 1,400 megawatts
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1 short of being able to supply load.

2                With the MMTP line, that gives us an

3 additional 700 megawatts.

4                MR. DANIEL PEACO:   So your point, the

5 -- the line to the south doesn't -- doesn't entirely

6 solve the problem as an alternative?

7                DR. DAVID SWATEK:   It solves about

8 half of it.

9                MR. DANIEL PEACO:   Got it.  Now I

10 understand.

11                DR. DAVID SWATEK:   Okay.

12                MR. DANIEL PEACO:   Thanks.

13                DR. DAVID SWATEK:   Thanks.

14                MR. DANIEL PEACO:   The -- the last

15 question I have, I wanted to go to slide 30 in your

16 presentation.  And my question here, and this is

17 largely unrelated to what we've been talking about

18 here, but I wanted to know what this slide might look

19 like if we were looking at the system in the year

20 after Keeyask and Bipole are both in service.

21                Would it still have a flat shape across

22 the year or will -- would it have a different shape

23 summer to winter?

24                MR. DAVID CORMIE:   After Keeyask comes

25 online there will be approximately 650 megawatts of
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1 additional generation available, so the -- the -- I

2 think the line will go up by 650.  The -- the top of

3 the green lines will go up 650.

4                We're adding enough DC so that DC spare

5 capacity will be available which may allow us to

6 levelize our maintenance.  So that would probably

7 bring summer maximum generation and winter maximi –

8 generation inline.

9                At the same time, we are adding new

10 export capability of 883 megawatts.  And so during

11 transmission outages, as indicated in, you know,

12 middle of August through the 1st of October, those

13 outages won't bottle generation in high flow years,

14 and so exports will be able to be maintained both

15 spring and in the fall.

16                So generally, it'll just -- it'll just

17 move up and flatten the -- the total generation shape.

18                MR. DANIEL PEACO:   Will the -- will

19 the change in the domestic load versus the -- the firm

20 export sales sort of offset or does that shift?

21                MR. DAVID CORMIE:   Well, over time,

22 the Manitoba load will grow and eat into the

23 opportunity sales that are made in -- in -- on a daily

24 basis.

25                MR. DANIEL PEACO:   Okay.  Thanks.
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1                THE FACILITATOR:   Just before you get

2 going, I think a little lightbulb has gone off in my

3 head, so I'm sorry to interrupt.  But from the

4 previous exchange, do I take it, essentially, that

5 what you're saying is that the issue of

6 functionalization of the bipoles is not such a big

7 deal?

8                Whether you functionalised it as

9 generation or functionalised it as transmission,

10 Manitoba Hydro still has the view that, in terms of

11 the classification of that component, that should be

12 going -- for the bipoles only, that should be going in

13 the direction of the energy which then has an

14 allocator that I think yesterday you said had about a

15 20 percent demand component to it.

16                So I'm wondering whether essentially

17 what you're saying is, if you're all fixed up or

18 fussed up about he idea of the functionalization of

19 the bipoles, that's not the real issue.  The real

20 issue is with respect to the classification and the

21 demand component?

22                MS. KELLY DERKSEN:   I don't think it's

23 -- I think it would be in -- unfair of me to say that

24 functionalization doesn't matter.  I think it does

25 matter for cost allocation purposes.  But where are
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1 the -- where the rubber hits the road is at the

2 allocation phase and what allocator you use.

3                Because what allocator you use

4 determines what class cost responsibility gets

5 assigned.  And so from a cost-of-service perspective

6 that's the critical piece.  With respect to Bipoles,

7 however, there's another complication related to

8 functionalization.  And that is we participate in the

9 MISO market in -- in terms of a transmission service.

10                And for purposes, it's my

11 understanding, based on the, you know, the seven (7)

12 factor test and -- and the other tests that are

13 available as prescribed by FERC, which we largely

14 adhere to, and the -- the result of that is that the

15 Bipole facilities would be ineligible for including in

16 the OATT.

17                So from a cost-of-service perspective

18 it doesn't much matter.  But from -- if -- if we want

19 to maintain some consistency between how we derive our

20 -- our open access transmission tariff and the cost-

21 of-service, then those two (2) should be directionally

22 consistent.  They should be working in concert with

23 one another.

24                THE FACILITATOR:   Thanks very much.

25 Sorry to interrupt, John.
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1                MR. JOHN ATHAS:   Not a problem.  I --

2 I only have one (1) area of questions that -- it's

3 kind of a followup to Mr. Peaco's.  The -- I wanted to

4 understand the kind of information related to coming

5 up with the allocators that could be provided by

6 output of HERMES.

7                And so I -- I mean, I understand that

8 the -- if I can recant to make sure I'm maybe starting

9 from the right point, that the -- the peak loads are

10 estimated from the total generation -- total export

11 numbers that came out of -- they're influenced by the

12 total export numbers that came out of HERMES.

13                Is that -- that what I heard earlier,

14 like the '97/40?  That number came out of HERMES?

15                MS. KELLY DERKSEN:   I'm not certain.

16 Mr. Cormie will have to weigh in.  I'm not certain

17 what the software was.  I understood from his

18 discussion earlier that the first two (2) years of the

19 financial forecast are the -- the water flow

20 conditions and that analysis is done based on that --

21 on that model.

22                The years three (3) plus in the

23 financial forecast are based on the SPLASH.

24                MR. JOHN ATHAS:   And that -- and

25 that's what I was wondering.  I'm just going to that -
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1 - to that year and trying to understand.  So now the

2 simple question is, can you get peak -- is there a

3 fore -- implied forecasted peak in the HERMES output

4 that you've done on a -- on a forec -- on a, you know,

5 pro forma basis?

6                MR. DAVID CORMIE:   Yes, we do -- the -

7 - the time steps in HERMES are in the -- in the second

8 year of the estimate are monthly.  In -- and within

9 the month the hours of the month are -- are broken up

10 into peak and on -- off peak with consideration of

11 dispatch in the highest four (4) hours of -- of that

12 month.

13                So we -- we know how generation is

14 allocated and how it's dispatched in -- for the

15 purposes of preparing the IFF estimate.

16                MR. JOHN ATHAS:   Okay.  I -- maybe I

17 just -- I just need to --

18                MR. DAVID CORMIE:   And we assume --

19 and we assume that it's the -- the median peak, so the

20 weather could be -- would result in either a higher or

21 lower number, so it's the -- it's the average of the

22 four (4) hours for an average month.

23                MR. JOHN ATHAS:   Right.  So -- so you

24 have -- as opposed to getting -- it sounds like you're

25 saying that as opposed to getting a peak hour, you



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

562

1 have a peak four (4) hour slot?

2                MR. DAVID CORMIE:   It's a

3 representation of the average peak, yes.

4                MR. JOHN ATHAS:   Okay.  Is that used

5 to inform you on the -- as to whether the methodology

6 used to get peaks, Ms. Derken (sic), on the -- whether

7 that load factor methodology and the like, that -- is

8 that used to -- information in HERMES -- used to

9 inform that to see how close that estimates coming out

10 to, you know, being something that seems reasonable to

11 slide into that four (4) hour period?

12                I mean, you get a peak load, and

13 there's another vari -- variation of how to forecast

14 peak load but that seems a little bit more dependent

15 on new generation and new transmission than just the

16 historical values.

17                MR. DAVID CORMIE:   Well, I -- I think

18 what -- what we're doing is we are assuming a specific

19 set of inflow conditions, recognizing the initial

20 starting storage conditions, and then assuming the

21 load forecast is correct with regard to Manitoba

22 demand, and then determining from that how generation

23 will be dispatched in the system which produces an

24 estimate of generation costs and export revenues.

25                MR. JOHN ATHAS:   Yeah, and --
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1                MR. DAVID CORMIE:   And that -- that

2 forms the input that -- that -- for that median

3 situation that cost of service used in the PCOSS.

4                MR. JOHN ATHAS:   Right.  And -- and

5 that -- part of that -- so essentially fore -- looking

6 at the chart up here, you're essentially forecasting

7 the -- the -- how big the green band is, correct?

8                MR. DAVID CORMIE:   How -- how --

9                MR. JOHN ATHAS:   The size of the -- of

10 the band of -- the difference between the domestic

11 load and the total is the export.  So you're -- you

12 have a forecast of exports on each of those periods.

13                MR. DAVID CORMIE:   Yes.  And, you

14 know, as we -- we -- because of our export contracts

15 we may be having to financially settle in the winter

16 because as our -- as our Manitoba load gets higher and

17 higher, and uses up all our hydro capability, we need

18 to settle the contracts.  And so we need to know what

19 those purchase costs are and -- you know, so all that

20 -- all that analysis is undertaken at the same time.

21                MR. JOHN ATHAS:   So -- so this -- this

22 chart is -- is reflective of what was actually

23 delivered versus what you might have had contracted

24 for and settled outside of deliver -- physical

25 delivery.
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1                MR. DAVID CORMIE:   Well, this chart

2 just reflects actuals, not the forecast.

3                MR. JOHN ATHAS:   Act -- actual

4 delivered, right.  This is --

5                MR. DAVID CORMIE:   These are all

6 actual numbers on this chart, yes.

7                MR. JOHN ATHAS:   Okay.  And -- and you

8 -- because in the -- in the modelling with HERMES, do

9 you actual -- do you -- is some of the exports

10 differentiated by what's fulfilled by settlement, or

11 fulfilled by -- by delivery?

12                MR. DAVID CORMIE:   We -- we do both.

13                MR. JOHN ATHAS:   You do both.  Okay.

14 So --

15                MR. DAVID CORMIE:   Yes.

16                MR. JOHN ATHAS:   -- you --

17                MR. DAVID CORMIE:   So to the extent

18 that it's more economic to purchase over peak then to

19 run our combustion turbines or our thermal generation,

20 we will calculate that and put that into the IFF.

21                MR. JOHN ATHAS:   Okay.  So -- so you

22 have something  very -- you have a forecast of

23 information that's very comparable to this chart if

24 you went into the --

25                MR. DAVID CORMIE:   Yes.
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1                MR. JOHN ATHAS:   Okay.  So now my

2 question is, going back to how we would derive peak

3 loads for Kelly, is -- is that methodology -- does

4 that methodology use that forecasted information at

5 all other than the total export sales?

6                MR. DAVID CORMIE:   Well, it determines

7 all the costs of generation.  It determines water

8 rentals, power purchases, thermal generation, imports

9 for re-export, imports to serve Manitoba load, all --

10                MR. JOHN ATHAS:   This isn't -- this

11 isn't a cost question.  This is an allocator.  What

12 you -- what you determine the peak load which the peak

13 load has exports, and I'm just trying to understand if

14 -- that the information that that -- that you have

15 that's -- that's somewhere in -- in the model output

16 is -- is actually used to test the -- test the peak

17 load -- historical peak load application process that

18 was walked through -- I forget which exhibit but you

19 went through the exhibit that showed how you got each

20 -- each class's peak.

21                MS. KELLY DERKSEN:   I think the

22 question that you're asking me is the -- the modelling

23 information that Mr. Cormie just went through, is that

24 used at all to back test the reasonability of the

25 eight (8) years of -- of load research data that we
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1 use to derive the 2CP allocator and -- and possibly

2 even the -- the load forecast in the test year as

3 well?

4                MR. JOHN ATHAS:   That's correct.  Does

5 that go -- does that go in any -- is that factored in

6 any way, shape, or form?

7

8                       (BRIEF PAUSE)

9

10                MS. KELLY DERKSEN:   You know, I'm --

11 I'm not sure that I'm the right person to be

12 responding to that.  I -- the basis of the load --

13 load research data that we use is metered information.

14 It's -- it's --

15                MR. JOHN ATHAS:   Yeah, it's --

16                MS. KELLY DERKSEN:   -- actual recorded

17 information at various parts of our system.  In terms

18 of -- from a loa -- which we use to drive the -- the

19 energy forecast for -- for purposes of allocating the

20 2CP allocator.  Because we don't have -- demand

21 information is not forecast in the test year that

22 underpins the cost-of-service study.  I -- I'm just

23 not sure that I'm the right person to be able to

24 respond.

25                Do we look at it explicitly?  No, but
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1 does that information underpin, let's say, the load

2 forecast itself?  I -- I couldn't speak to that, sir.

3                MR. JOHN ATHAS:   Oh...

4                MR. ROBERT CAMFIELD:   Well, John, if I

5 could just add?

6                MR. JOHN ATHAS:   Yeah.

7                MR. ROBERT CAMFIELD:   Manitoba Hydro

8 has an official energy and load forecast, and it's

9 filed with this PUB.  I've reviewed it in some detail,

10 and in there you'll see a backcast assessment of

11 forecast accuracy.

12                MR. JOHN ATHAS:   Well --

13                MR. ROBERT CAMFIELD:   If that's -- if

14 that's your question.

15                MR. JOHN ATHAS:   -- well, I'm -- I'm

16 more -- I'm trying to -- and -- and maybe we -- we

17 could -- it would be better to get focused.  What was

18 the exhibit that you -- they put up for your nine

19 seven four (974)?

20                MS. MARY NEAL:   Schedule D-1.

21                MR. JOHN ATHAS:   Schedule D-1.

22                MS. MARY NEAL:   Schedule D-1, the

23 PCOSS14 amended.

24                MR. JOHN ATHAS:   Because my question's

25 a little -- is a little -- is a little simpler.  I'm



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

568

1 just trying to understand mechanics and -- and

2 understand if there was an alternative because we're

3 talking about methodologies here.

4                Okay.  So in this schedule, the -- the

5 export numbers that were used here to start talking --

6 at the time of peak.  And all -- all these numbers

7 were influenced by historical relationships of actual

8 metered data that -- that had embedded in them some

9 actual domestic load and some actual exports.

10                Is that correct?

11                MS. KELLY DERKSEN:   Yes, and this

12 information is applied to the forecast load in the

13 test year in question.

14                MR. JOHN ATHAS:   Okay.  Now, that --

15 that's -- that's right.  And the load that you

16 forecast is just you forecast energy.  Or you say you

17 take this relationship, I think you said, and it gets

18 peak load?

19                MS. KELLY DERKSEN:   Yes, that's right.

20                MR. JOHN ATHAS:   I've got to prove I

21 was listening earlier.  So what I -- what I was asking

22 about is there's also another part of the company that

23 runs a model that gets very small dimensions, like

24 four (4) hours, as -- as I was educated on, of what

25 the peak export -- of what the exports are in every
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1 four (4) hour period.

2                And have you -- do you use that

3 information at all to see whether this relationship --

4 if the past has any consistency with what the --

5 what's coming out of the HERMES  model?

6                MS. KELLY DERKSEN:   We have not done

7 that in terms of the -- the load research data.  And

8 what I'm not certain about is how influential that

9 data might in terms of the preparation of the load

10 forecast in the -- in the test year that -- that

11 supports the financial forecast and, therefore, cost-

12 of-service also.

13                MR. JOHN ATHAS:   Okay.  And so to --

14 what -- what I was wondering if we could -- if I can

15 get as a un -- undertaking is can you supply the

16 estimates for exports at the time of the one hundred

17 (100) hours used for the CP calculations based on the

18 HERMES model?  And the -- and also supply the domestic

19 load that was -- that was at those one hundred (100)

20 hours that you got out of the -- your analysis?

21

22                       (BRIEF PAUSE)

23

24                MS. KELLY DERKSEN:   You know, I can't

25 commit one way or -- or another, mither -- Mr. Athas.
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1 I just -- I don't know what data is available.  And so

2 we would have to do some -- some digging to figure out

3 what information that could be provided and how much

4 data going back in time that we have.  I -- I just

5 couldn't commit one way or the other at this point.

6                MR. JOHN ATHAS:   So you're not sure

7 whether you have the output information from the

8 HERMES run that got the seven (7) -- nine seven four-o

9 (9740).

10                Is that right?

11                THE FACILITATOR:   Either way, I

12 wonder, Kelly, for simplicity, whether that isn't

13 something that you should take away to have somebody

14 phone over to the load forecast people and see whether

15 they can answer the question.

16                MS. ODETTE FERNANDES:   Mr. Grant, I

17 was going to suggest maybe we'll take that under

18 advisement for right now, and then go back and have a

19 discussion and see what we have and can provide, and

20 then we can have a discussion.

21                THE FACILITATOR:   Is that fine, John?

22                MR. JOHN ATHAS:   That sounds great.  I

23 mean -- and -- and it's not something that I would

24 need a very quick turnaround on either.  That --

25 that's my last question.  But my colleague has one (1)
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1 more question.

2                MS. MARY NEAL:   One (1) more question

3 on imports and reliability.  When doing your -- your

4 generation planning and trying to make sure you have

5 enough resources to meet -- you know, basically,

6 enough dependable energy to meet Manitoba load, how

7 much do you depend on imports?  How much imports

8 contribute to dependable energy?

9                MR. DAVID CORMIE:   I be -- I believe

10 the number today is around four (4) terawatt hours,

11 but it's -- I have to check on that.  It's -- it's

12 essentially the off-peak import capability derated 50

13 percent.  So the -- the number is half of -- we assume

14 that, on average, we can import at -- half the time at

15 full load.

16                MS. MARY NEAL:   And you'll assume the

17 same thing with the new tie?

18                MR. DAVID CORMIE:   That's right.  So

19 although we're adding 700 megawatts of firm

20 capability, from a dependable energy perspective,

21 we're only counting on half of it on a firm basis.

22                MS. MARY NEAL:   Right.  So you're not

23 counting on being able to, like, max out your tie-line

24 importing power at all hours?

25                MR. DAVID CORMIE:   Yes, be -- because
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1 the -- there's not an infinite grid on the other side

2 of the border.  And so we don't know whether it's safe

3 for us to assume today that there will be no

4 congestion upstream of -- of the point of

5 interconnection.

6                And -- and so, from a planning

7 perspective, we're -- we're being cautious not to

8 overly rely on that import capability.  It's not that

9 it -- it probably will be there, but can we guarantee

10 it with the level of assurance that we -- we would be

11 the farm on.  We're -- we're saying, no, we don't know

12 that because that market is not in our control.  It's

13 not our transmission system operator that's managing

14 it.

15                We're subject to MISO -- how ca -- MISO

16 calculates congestion and how it allocates

17 curtailments during periods of congestion, and that's

18 a very dynamic world.  And, you know, to count on that

19 ten (10) of fifteen (15) years from now, we thought

20 that was being -- asking too much.  And -- and so, for

21 that reason, we're only counting on half of the import

22 capability on an dependable basis.

23                MS. MARY NEAL:   Great.  Thank you.

24                MR. JOHN ATHAS:   I have just one (1) -

25 - just one (1) followup.  So that -- and I just wanted
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1 to clarify because I think you had an excellent

2 discussion yesterday when you were talking about the -

3 - the fact that the combustion turbines co --

4 contribute to dependable energy, and then you don't

5 end up depending on them at the -- on drought

6 conditions, and this is -- this is kind of why.

7                That you -- you have a -- there's

8 nothing to limit you to 50 percent off-peak when you -

9 - if you experience drought conditions.  It's just a

10 matter of this is an adjustment, you know, as to how

11 much you should depend on MISO being able to deliver?

12                MR. DAVID CORMIE:   That's -- that's

13 correct.  And -- and that's what happened in -- in the

14 drought of 2003 and '04.  We were able to import on

15 average in January of 2004 over 1,000 megawatts,

16 although, we only had 700 megawatts of import

17 capability.

18                But we -- we have prepared the system

19 such that if that -- we were limited to the, you know,

20 firm import capability for some reason, our combustion

21 turbines would have kicked in and provided.  So going

22 above the seven hundred (700) and taking advantage of

23 non-firm effectively displaced the need to run the --

24 the combustion turbines.

25                MR. JOHN ATHAS:   Yes.  That's just the
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1 difference between what you -- what you're using for

2 essentially the capacity of dependable energy and --

3 and there's no -- no potent -- no real operating limit

4 to when you get to one (1) of those conditions of

5 drought and that sounds like a -- like a -- a good

6 option to have.

7                MR. DAVID CORMIE:   Yeah, so we had --

8 we had the option and to the extent that we could

9 utilize the imports and the ene -- energy was there,

10 we -- we did that and it saved us a lot of -- a lot of

11 money.  But had that winter been not one (1) of the

12 mildest on record, but had been the coldest on record

13 and the conditions were changed, we might have had to

14 run the combustion turbines anyways.

15                But we ended up having a drought with a

16 -- followed by a very mild winter and it -- it just

17 didn't require us then to run the combustion turbines

18 at the same time.

19                MR. JOHN ATHAS:   Thank you.

20                THE FACILITATOR:   Just before we take

21 the break, after break I'm wondering whether --

22 particularly for the people who had written questions

23 that were going to go to Manitoba Hydro, whether

24 people could look at their generation and transmission

25 questions and see if there's anything that they need
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1 to ask about that might lead to an undertaking by

2 Manitoba Hydro.

3                And as well, since we would have a bit

4 more time, I'm won -- if there are other questions

5 that people have with respect to generation or

6 transmission until five o'clock, why don't we allow

7 for that.  So why don't we take fifteen (15) minutes

8 now and then we'll be back at it.

9

10 --- Upon recessing at 3:25 p.m.

11 --- Upon resuming at 3:50 p.m.

12

13                THE FACILITATOR:   All right.  Welcome

14 back, everybody.  It's my understanding that the panel

15 has had their questions dealt with so that they don't

16 have any further questions.  So in terms of cycling

17 back I thought I'd follow the same order that we had

18 this morning.  So it would start then with you,

19 Patrick, in terms of do you have further questions,

20 and also with respect to the -- the written items that

21 you had before, are there any ones that remain as --

22 as requests of Manitoba Hydro, and if so, maybe you

23 would read them into the record.  Or provide them.

24 One (1) or the other.

25                MR. PATRICK BOWMAN:   Okay.  So we do
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1 not have written pre-asks, so we don't have that

2 problem outstanding.  We did have a few undertakings

3 through this, but -- but not the pre-ask, so.

4                But I did have just one (1) -- it's --

5 it's one (1) are of followup, because I -- I thought I

6 had heard something different in response to Mr.

7 Peaco's questions than what we talked about this

8 morning in response of -- in regard to my questions

9 and this was about -- about Bipole and its -- its

10 impact on sustained outages and energy.

11                So if that -- if -- if it's okay to go

12 through that, I guess -- perhaps first we could start

13 with PCOSS14 Amended if that's possible, page 25.

14

15                       (BRIEF PAUSE)

16

17                MR. PATRICK BOWMAN:   So I think this

18 came up in regards to Mr. Camfield's responses, but

19 whoever would deal with it, that's fine.  This is the

20 -- the document that deals with the marginal weighting

21 for energy.  Anything that's -- that's allocated by

22 way of marginal energy is -- has energy cracked into

23 twelve (12) time periods and each of those time

24 periods is given a different weighting based on how

25 important they are to that -- that cost driver linked
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1 to the SEP prices.

2                And those weighting are at the very

3 bottom of what we see here now, called 'weighting

4 factor'.  Is that -- I'm reading that correct, right?

5                MS. KELLY DERKSEN:   I'll say yes, for

6 now.  I'll see where -- where you're going and...

7                MR. PATRICK BOWMAN:   Well, the -- the

8 preface of this -- and can we just scroll across just

9 a little bit more so we can see the twelve (12) of

10 them, is that each of these twelve (12) periods have -

11 - is assigned a weight.

12                So if you use a kilowatt hour, for

13 example, you look at summer off peak a kilowatt hour

14 used in summer off peak is given a weight of one (1).

15 Has a weighting factor one point zero-zero-zero

16 (1.000), but a kilowatt hour used in fall peak, for

17 example, the next one over is five point three-seven-

18 two (5.372).  It's considered five (5) times as

19 important -- five point three (5.3) times as important

20 for the purposes of allocating costs that go through

21 this E12 allocator route.

22                MS. KELLY DERKSEN:   Right.  What is --

23 what is underpinning this is the after the -- the

24 fact, prices as reflected in our SEP.  And what we do

25 is we -- we go through that information and have
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1 determined that for the past eight (8) years, that

2 off-peak energy in the summer is valued the least.  So

3 it's given a weighting of one (1), and everything else

4 is in relation to that lowest value.

5                MR. PATRICK BOWMAN:   So -- so in that

6 -- one (1) is the summer off-peak is valued the least,

7 but -- and I go across the bottom, winter peak energy

8 is valued the -- the most by that six point three-

9 five-eight (6.358).

10                MS. KELLY DERKSEN:   That's right.

11                MR. PATRICK BOWMAN:   So anything that

12 is -- any cost that goes through this E12 allocator is

13 -- has its highest relative share go to winter peak

14 hour use, and -- and it's lowest share go to summer

15 off-peak use.

16                MS. KELLY DERKSEN:   Yes.

17                MR. PATRICK BOWMAN:   And the second

18 highest is summer peak at five point eight-seven

19 (5.87)?

20                MS. KELLY DERKSEN:   Yes.

21                MR. PATRICK BOWMAN:   And -- and then

22 we move to fall peak, spring peak, and then we get

23 into the shoulder periods.

24                MS. KELLY DERKSEN:   Yes, I'm with you.

25                MR. PATRICK BOWMAN:   Okay.  So I just
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1 wanted to -- wanted to deal with -- so any -- any

2 costs that go through that.  Now I am going to pull up

3 a -- a document which -- well, let's -- let's go to

4 your presentation, and it's the slide 31.  So this was

5 the portion where you're talking about -- it's the

6 December 11th, 2012, under normal winter flows.  This

7 is a picture of a day.

8                And it -- it just shows that there's a

9 blue area which is Mani -- Manitoba Hydro's hydraulic

10 generation.  The -- the yellow is imports.  The -- the

11 brown is -- is thermal.  But this is a -- this is a

12 picture of a day, correct?

13                MR. DAVID CORMIE:   Yes, that's

14 correct.

15                MR. PATRICK BOWMAN:   So this same day

16 has been shown in the hearing before, and I'm -- I --

17 I had to pull up a document that isn't in this

18 hearing, but it was an exhibit -- yours, Mr. Cormie,

19 from the 2012 GRA Exhibit 41, which was -- it should

20 be December 11th, 2012, again.  If we can make that

21 switch, Diana.

22                This is, I think, the same thing.

23 December 11th, 2012.  It's the same two (2) hump

24 camel.  But this time we've broken it up out by plant.

25                MR. DAVID CORMIE:   Yes, that's
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1 correct.

2                MR. PATRICK BOWMAN:   Okay.  So in --

3 in this -- now we have some colours that would show

4 which plant is actually being used at that period to

5 generate this power.

6                MR. DAVID CORMIE:   Yes, but you could

7 sort them alphabetically.  You could sort them by age.

8 We've sorted them this way.

9                MR. PATRICK BOWMAN:   Okay.

10                MR. DAVID CORMIE:   The sorting is

11 arbitrary.

12                MR. PATRICK BOWMAN:   Right, I -- I

13 appreciate that.

14                MR. DAVID CORMIE:   Yeah.

15                MR. PATRICK BOWMAN:   But nonetheless,

16 when we talk about what Bipole is doing, Bipoles I and

17 II are dealing with those three (3) very large bands.

18                MR. DAVID CORMIE:   That's correct.

19                MR. PATRICK BOWMAN:   Outside of those

20 three (3) very large bands, we have some fairly small

21 generation, as well as one (1) fairly large one, which

22 is Grand Rapids.

23                MR. DAVID CORMIE:   That's correct.

24                MR. PATRICK BOWMAN:   And Grand Rapids

25 is being used a little bit differently.  While we're
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1 here, do you want to comment on how Grand Rapids is

2 used there with respect to load following and -- and

3 the like, or...

4                MR. DAVID CORMIE:   Well, because Grand

5 Rapids has a very low capacity factor, which means

6 relative -- it -- it's installed capa -- capacity

7 relative to its average production, that ratio is --

8 is low compared to the rest of the system.

9                We're able to concentrate the energy

10 production in the peak hours.  And that's what you

11 see.  It's -- it -- it comes up in the morning and it

12 runs full out until the evening, and then it

13 essentially goes down to zero production at night.

14                MR. PATRICK BOWMAN:   So it has a large

15 reservoir.  It has lots of installed units in relation

16 to the size of the average flow, so you can turn it on

17 and off, whereas the Nelson plant, you can't do the

18 same thing.  There's restrictions on how the water

19 flows.  There's small -- four (4) bays, and the like.

20                MR. DAVID CORMIE:   That's correct,

21 yeah.

22                MR. PATRICK BOWMAN:   So they're less

23 flexible in that regard.

24                MR. DAVID CORMIE:   So -- can -- and

25 compared to the Winnipeg River plants, that -- that --
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1 the plants are sized to the average flow.  There is no

2 flexibility there.

3                MR. PATRICK BOWMAN:   Okay.  Grand

4 Rapids also does a load following component hour --

5 like minute-by-minute, not just this daily...

6                MR. DAVID CORMIE:   It -- it can do

7 that, yes.  And as -- but most of that is done on the

8 DC.

9                MR. PATRICK BOWMAN:   Right.  So and --

10 and that's one of the things I was going to get to, is

11 when we say DC is the system that -- that operates as

12 one (1), and its sort of fixed where you set it.

13                Actually, it's varying quite a bit, if

14 you look at the height -- height of those three (3)

15 bands.  You're varying the DC -- this hour by hour or

16 even more frequently to -- to follow.

17                MR. DAVID CORMIE:   Yes, and -- and we

18 actually are able to now do five (5) minute dispatch

19 on the DC.

20                MR. PATRICK BOWMAN:   Okay.  Now, if we

21 lost Dorsey in this situation, those three (3) large

22 bands would be gone.

23                MR. DAVID CORMIE:   That's right.  And

24 it doesn't matter whether they're at the top or the

25 bottom.  There would be a huge amount of unserved
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1 load.

2                MR. PATRICK BOWMAN:   And -- and so at

3 that first instance, the -- what's left as generation

4 here would only be about 1,300 megawatts or something,

5 I'm sort of estimating, during the middle of the day?

6                MR. DAVID CORMIE:   That's right.  You

7 -- the top of the -- the top of the mauve band would

8 be still available.  Probably a little bit of -- of

9 some northern D -- nor -- northern generation from

10 Kettle, Long Spruce, and  Limestone that can come out

11 on the AC would probably still be available.  But --

12 but, you know, maybe just a hundred megawatts.

13                MR. PATRICK BOWMAN:   But -- so that

14 band does not necessarily trap to the DC.  It -- it

15 has some AC availability?

16                MR. DAVID CORMIE:   Right.  But the

17 vast majority --

18                MR. PATRICK BOWMAN:   Okay.

19                MR. DAVID CORMIE:   -- of those -- the

20 production of those three (3) plants comes out on the

21 DC system.

22                MR. PATRICK BOWMAN:   This morning, we

23 looked through the document, and we may not need to go

24 there, but it was a document from the CEC hearing that

25 justified Bipole III.  And we had a number that said -
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1 - now, this was a number after Riel sectionalization,

2 so it might not be -- okay.

3                We -- we might want to go there.  This

4 was the load serving capability.  Yeah, this document,

5 page -- whichever page is -- page 2-6.  Yeah.

6                MR. BYRON WILLIAMS:   Mr. Grant, if

7 just -- just for the purpose of the transcript, will

8 that exhibit from the prior GRA be marked as an

9 exhibit in -- in this GRA?  If -- because when we

10 start going through the transcript of --

11                MR. PATRICK BOWMAN:   It already has

12 been marked.  I just don't have the number.

13                So this -- this exhibit was saying that

14 if you had a -- a winter event, and green is that

15 winter peak, you would still have 3,400 megawatts

16 available to you, at least after Riel

17 sectionalization.  And thirty-four (34) is an estimate

18 of the height of -- at that 2017 peak deficit.  Thir -

19 - thirty (30), thirty-one (31), thirty (30), somewhere

20 in that range, the low 3,000 megawatts -- available to

21 you to supply load.

22                MR. DAVID CORMIE:   Yes.

23                MR. PATRICK BOWMAN:   And so if we go

24 back to the -- the image just before this, this is

25 saying that 3,400 megawatts was not, in fact, being
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1 used at this time.  You didn't have that thir -- you'd

2 have to react by starting up those generators, the --

3 the imports would -- the tie-lines would do fantastic

4 things.  And -- and you -- but you'd have up to 3,400

5 megawatts you could supply.

6                MR. DAVID CORMIE:   Yes, you would have

7 to bring on the combustion turbines at Brandon.  You'd

8 have to bring Brandon Unit 5 online, and you'll see

9 that there is no coal generation here.  There is a

10 little bit of Selkirk here.  And you would have to

11 import the 700 megawatts.  And so, you know, the

12 initial disturbance, there would be a lot more load

13 shed than maybe a few hours after that, after you got

14 the -- the thermal plants up and running.  The imports

15 would be available immediately.

16                MR. PATRICK BOWMAN:   Yeah, so on this

17 day, if it had happened in the middle of the day,

18 you'd for sure have lost load?

19                MR. DAVID CORMIE:   Absolutely.

20                MR. PATRICK BOWMAN:   And if it

21 happened in the middle of the night, you'd still have

22 lost load, but you'd be able to recover to some extent

23 if it was a -- a -- you had the unit -- like, the

24 thermals online, and that sort of thing.

25                MR. DAVID CORMIE:   Yes.
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1                MR. PATRICK BOWMAN:   And now, if it

2 was a summer day, would we have the same 3,400

3 megawatts available in the case of a -- of a Dorsey

4 outage?  Or -- or close to it?

5                MR. DAVID CORMIE:   Yes, I think so.

6 We've got the import capability of seven hundred

7 (700).  The thermal capability is slightly different

8 in the summer, because you -- it -- it -- the thermal

9 generation isn't as efficient in warm weather than it

10 is in the -- but -- but essentially the same.

11                MR. PATRICK BOWMAN:   Okay.  If I -- if

12 -- if I could now go to the present -- Hydro's

13 presentation again.  And we go back -- this time we

14 want to go to slide 29.

15                Now, this is the Manitoba load we're

16 trying to keep the lights on for when that Dorsey

17 outage hits.  If that Dorsey outage hits at that peak

18 hour, where we're up at that forty-seven hundred

19 (4,700), we see the same thing.  This -- this is in

20 December.  If it was a December cold day, we have that

21 -- that very big disruption at the -- at the time this

22 was written, 1,500 megawatts.  After MMTP comes in,

23 it's a little bit less.

24                But you -- there's no way you're

25 getting up to that forty-seven hundred (4,700) without
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1 -- with -- without Bipole III and with Dorsey -- if

2 Dorsey got knocked out?

3                MR. DAVID CORMIE:   Right.

4                MR. PATRICK BOWMAN:   But if I go

5 across to the thirty-four (3,400), I'm not seeing the

6 same type of concern in the summer or even in some of

7 the seasonal -- the -- the spring and fall.  And

8 certainly not in shoulder periods.

9                MR. DAVID CORMIE:   Yes, I -- I --

10                MR. PATRICK BOWMAN:   Is that --

11                MR. DAVID CORMIE:   -- think in the

12 document that dotter -- Dr. Swatek provided, there's a

13 low duration curve that -- that -- it shows the

14 percent of time the load would be unserved if you --

15                MR. PATRICK BOWMAN:   That's actually

16 in the Bipole III document that I --

17                MR. DAVID CORMIE:   Yes.

18                MR. PATRICK BOWMAN:   -- if we can go

19 back to that, the one --

20                MR. DAVID CORMIE:   And I -- we -- we

21 didn't want to confuse the issue by putting a duration

22 curve on the screen, but I think we're -- have to go

23 there now.

24                MR. PATRICK BOWMAN:   Okay.  So this --

25 one (1) page forward of this is an -- is what I
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1 understand to be an annual load duration curve.  So

2 rather than -- if I can just make sure I understand

3 this.  This is -- this is the load duration across the

4 entire year?

5                MR. DAVID CORMIE:   That's correct.

6                MR. PATRICK BOWMAN:   And that -- what

7 -- what we're looking at is the green line is the

8 load?

9                MR. DAVID CORMIE:   That's correct.

10                MR. PATRICK BOWMAN:   And it would --

11 this would say under that forecast, the highest hour

12 is way over on the right-hand side, and it peaks out

13 at about 4,700 megawatts?

14                MR. DAVID CORMIE:   Yes.

15                MR. PATRICK BOWMAN:   And the lowest

16 hour is way over on the left-hand side, and it drops

17 way down, about 1,800 megawatts?

18                MR. DAVID CORMIE:   You know, and

19 that's probably the middle of the night on the May

20 long weekend, you know, when -- when you're in a very

21 light load period, so.

22                MR. PATRICK BOWMAN:   Right.  And if

23 this was an hourly step, there's really eight thousand

24 seven hundred and sixty (8,760) dots that make up this

25 curve stacked from the lowest to the highest?
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1                MR. DAVID CORMIE:   That's correct.

2                MR. PATRICK BOWMAN:   But they're not

3 chronological?

4                MR. DAVID CORMIE:   No, they're --

5 they're sorted from lowest to highest.

6                MR. PATRICK BOWMAN:   Right.  And so

7 this draws that same three (3) thir -- about thirty-

8 four hundred dollar ($3,400) -- or 3,400 megawatt line

9 across it in purple, and says those are the -- the

10 time periods, the 3,400 we saw on the previous page,

11 with Dorsey knocked out.  Those are hours that, in

12 theory, we could serve if only they came in the right

13 order.  If we had the high one and a low one, you

14 couldn't do it, but -- because your thermal wouldn't

15 respond in time.

16                But if they came in the right order, we

17 could keep the lights on during the periods where the

18 green was below purple?

19                MR. DAVID CORMIE:   Yes.

20                MR. PATRICK BOWMAN:   But in that --

21 that period that we have here, a third of the time

22 where green is above purple, we wouldn't be able to do

23 it, 3,400 megawatts is not enough?

24                MR. DAVID CORMIE:   Right.  And a third

25 of the time in a year, it probably -- twice as often
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1 in the winter, because all those are wint -- all those

2 are winters.

3                MR. PATRICK BOWMAN:   And now we'll go

4 to the next page, which is actually --

5                MR. DAVID CORMIE:   Oh.

6                MR. PATRICK BOWMAN:   -- the same type

7 of chart --

8                MR. DAVID CORMIE:   Okay.

9                MR. PATRICK BOWMAN:   -- but it's a

10 January --

11                MR. DAVID CORMIE:   Oh, here we go.

12                MR. PATRICK BOWMAN:   Okay.  So rather

13 than eight thousand seven hundred and sixty (8,760)

14 dots here, all we have are hours, as I understand it,

15 from January.

16                MR. DAVID CORMIE:   Yes.

17                MR. PATRICK BOWMAN:   So there's seven

18 hundred and -- I always get the number --

19                MR. DAVID CORMIE:   Forty-four (44).

20                MR. PATRICK BOWMAN:   That -- there --

21 there's that many dots that make this up.  And the --

22 the lowest hour in January would be about 2,800

23 megawatts?

24                MR. DAVID CORMIE:   Right.

25                MR. PATRICK BOWMAN:   The highest hour
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1 is still the forty-eight (48) we saw --

2                MR. DAVID CORMIE:   Yes.

3                MR. PATRICK BOWMAN:   -- forty-seven

4 (47)?  And it basically says that, other than a few

5 overnight hours on the -- probably the warmest nights

6 you'll see in January, with the Bipole out, you're

7 having a sustained outage almost all day?

8                MR. DAVID CORMIE:   Yes, that's

9 correct.

10                MR. PATRICK BOWMAN:   And -- and I

11 think, Mr. Camfield, this is where you were touching

12 on, that this is not a -- a one (1) hour CP issue.  If

13 you have this type of outage in the winter, this is a

14 sustained inability to supply energy over a period

15 issue?

16                MR. ROBERT CAMFIELD:   I concur.

17                MR. PATRICK BOWMAN:   Okay. But if I

18 had this same chart up for May, or June, or July, I

19 wouldn't see that same green line?

20                MR. DAVID CORMIE:   That's correct.

21                MR. PATRICK BOWMAN:   So I guess if I

22 can get right to the question is, if Bipole III is

23 going through an E12 allocator, which is saying the

24 most important hours for the cost allocation are

25 winter on-peak, but the second most important are



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

592

1 summer on-peak.  That is not, in fact, tracking where

2 Bipole III has its biggest need versus its -- its

3 least need.  Am -- am I missing something in that,

4 or...?

5                DR. DAVID SWATEK:   I'm not sure why

6 you're treating Bipole III in isolation.  Bipole III

7 will be operated functionally identically to Bipoles I

8 and II.  It -- Bipole III basically shores up that

9 generation outlet transmission so that we can -- so

10 that we can more -- so that we can more -- more

11 securely bring that northern generation down to the

12 grid.

13                I don't see the rationale for focussing

14 on one (1) of thr -- one (1) of three (3) -- I, like,

15 one (1) of three (3) functionally identical circuits.

16                MR. PATRICK BOWMAN:   Well, the -- the

17 reason is because how -- and this is -- goes back to

18 the questions I started with yesterday.  How you use

19 something could be a relevant cost-of-service

20 consideration, but it's a lesser consideration than

21 the reason you invested in the first place, which is

22 your -- your -- which is basically your case on

23 opportunity.  How you use that asset is different than

24 why you built it.  You built it for domestic don't

25 charge opportunity exports.
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1                This is -- this is the con -- contrary

2 to the same thing.  How we use Bipole III in terms of

3 loading three (3) circuits equally or -- or balancing

4 them is different than why we built that third one?

5                DR. DAVID SWATEK:   Yeah, if you look

6 at generation outlet transmission, the number of --

7 the -- on one (1) of -- on one (1) of Kelly's slides

8 there's the -- the number of transmission lines that

9 comes out of every plant.  And it -- from -- from

10 three (3), to five (5), to seven (7) trans --

11 transmission lines coming out of a generating station

12 carrying that power.

13                If you lose one (1) of seven (7)

14 transmission lines you're still getting -- you're

15 still getting most of -- you're still getting a lot of

16 the power out of that station.  Now, with the HVDC,

17 like what we're doing, we're -- we're taking all of

18 those transmission lines from all of those northern

19 generating stations and feeding them into one (1)

20 pipe.

21                So you've gone from the reliability of

22 lots of lines down to the reli – reliability of just

23 one (1) little corridor for all of that generation.

24 So -- and it's a matter of getting back to the

25 historical levels of security on that northern
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1 generation.

2                I mentioned -- mentioned in my resp --

3 response earlier, in the early days of the -- the

4 Nelson River system we -- we could count on a spare

5 pole of -- of this -- of these two (2) Bipole line

6 systems.  We could lose the capability to transmit

7 power down -- down one (1) pole, yet still get all of

8 that northern generation down -- down south.

9                We've gone -- we've added limestone.

10 We've increased the amount of -- the amount of energy

11 we're trying to move down those lines and we -- we no

12 longer have the level of security for that -- for such

13 a high percentage of our generation assets.

14                MR. PATRICK BOWMAN:   That -- if I go

15 back -- if we go back two (2) pages I think we'll see

16 the picture of what you just said in words, pardon me,

17 the visual.  Is if I go back to '85 here or something,

18 we see in the picture what you're saying is that a --

19 a Bipole outage -- even a Dorsey outage didn't leave

20 much of a deficit?

21                DR. DAVID SWATEK:   Yeah.  We could

22 have -- yes, I'll say, yes.

23                MR. PATRICK BOWMAN:   And -- and if we

24 had the load duration curve for 1985 up here, it

25 probably would have only been a few hours a year that
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1 we're actually even that high.  Most of the hours of

2 the year would have been below the -- the purpley

3 line?

4                DR. DAVID SWATEK:   It's a matter of

5 quantifying that risk, yeah.

6                MR. PATRICK BOWMAN:   Right.

7                DR. DAVID SWATEK:   Yeah.

8                MR. PATRICK BOWMAN:   And so as this

9 green line grew and our peak -- our winter peaks grew,

10 eventually that load duration curve grew and pushed

11 more of those winter hours up into that period above

12 the purple line so that they're unable to be supplied

13 reliably without Bipole III?

14                DR. DAVID SWATEK:   Yes, that's

15 correct.

16                MR. PATRICK BOWMAN:   I think --

17                MS. KELLY DERKSEN:   What I -- I wanted

18 --

19                MR. PATRICK BOWMAN:   That was the

20 critical sort of factual part I thought I had

21 misunderstood and heard about sustained summer

22 outages, but I --

23                DR. DAVID SWATEK:   Oh.

24                MR. PATRICK BOWMAN:   -- without --

25 without Bipole III, but...
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1                MS. KELLY DERKSEN:   Well, there's a

2 couple of issues.  One (1), I just want to clarify

3 what Manitoba Hydro's perspective in our materials

4 are.  I think, part of your cross-examination of Dr.

5 Swatek was that, you know, it was the Company's

6 perspective that we should only consider the

7 investment of an asset, what drove that investment as

8 the information that ought to be used for purposes of

9 cost allocation and that was -- was -- that is not our

10 perspective.

11                You need to look at both how the in --

12 why the investment is undertaken.  You also need to

13 consider how it operates.  And the example was

14 yesterday that you could put an investment in place in

15 one (1) year and for technology reasons, for market

16 change reasons, for a variety of different reasons,

17 you may no longer use that asset as it was designed

18 and built for at the time.

19                And so to ignore then how that change

20 occurs over time and cost allocation, from my

21 perspective, is -- is not reasonable.  And so I wanted

22 -- I wanted to clarify that.  The -- the second point

23 that I wanted to make is in the absence of the

24 generation up north that -- sorry, in -- in the role

25 of the Bipole I and II, as well as III, is to move the
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1 energy from the generators up north to the load

2 centres of -- of the south.  That is the functioning

3 of it.

4                And in the absence of the location of

5 the generators up north, you put in -- different

6 investment in place in order to serve your -- your

7 load in the south.  So one (1) doesn't necessary --

8 doesn't exist with the other, or you'd have to put

9 some kind of infrastructure in -- in place in order to

10 move that -- that very low cost energy from the

11 generator in the north to the south.  And -- and so

12 you -- you can't just delink them, at least that's our

13 perspective.

14                MR. MICHAEL O'SHEASY:   And I'd like to

15 underscore that.  That's what I was referring to

16 earlier with Mr. Peaco.  To me, Bipole III operates

17 similar to Bipoles I and II.  They both move large

18 amounts of energy, and they all three (3) provide

19 reliability value to the system.  And I think if we

20 built all three (3) bipoles at the same time, we

21 wouldn't even be having this discussion because they

22 would basically all be identical.

23                MR. PATRICK BOWMAN:   Just to -- one

24 (1) last point on that.  I have to go back to things I

25 read many years ago.  But the economics of the
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1 northern development to bring on CRD -- search of a

2 version and Lake Winnipeg regulation into develop the

3 north, and to go -- go north included a consideration

4 of the economics of building the transmission line

5 and, in fact, Bipole I and II weren't even able to be

6 carried by the generation outset.  And that's why the

7 Government of Canada was involved financing those as -

8 - as core infrastructure, much less Bipole III.

9                There was an economic assessment done.

10 It was touch and go whether you go north, or you build

11 coal.  Bipoles I and II, and Dorsey, and all of that

12 was included in that overall northern development

13 plan.  And it was assessed as part of a generation

14 resource plan to determine that it was the lowest cost

15 way to bring power down to the south.  And in that

16 regard they're -- they're integrally linked to the

17 northern generation.

18                So if we had built Bipole III, but that

19 -- that's -- even Bipole I and II weren't -- weren't

20 in their own way economic at that time and required

21 this extra help.  Bipole III would have been just out

22 -- out of the -- the question in terms of the overall

23 economics of that.  And I don't know if -- if you're

24 aware of that, or if you -- you've dealt with the

25 economics system at that level.
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1                MR. MICHAEL O'SHEASY:   No, I -- I

2 wasn't aware of the economics.  I wasn't here when

3 that was done.  But to me, they all three (3) function

4 similarly.  If we built them all at the same time

5 today they'd be functioning similarly.  Now, what your

6 -- your point is that we wouldn't have built them all

7 three (3) at that time because it's not -- it wasn't

8 feasible at the time economically.

9                But the point is had they been, they'd

10 be operating just like they are now.  They're --

11 they're inseparable for what they do.

12                MR. PATRICK BOWMAN:   I -- I accept

13 that.  It's -- it's a difference that arises because

14 Bipole III was not built at the same time.  It's an

15 extra investment.  It was triggered at a later date.

16 It was triggered by a series of events.  Once it's in

17 service it might be used different ways but just like

18 once it's in service Keeyask might be used different

19 ways to supply exports.

20                But it was built for domestic, so goes

21 the case this -- once it's in service it may be used

22 different ways to balance with one (1) and two (2),

23 but it was -- it was built based on the triggers that

24 we see in the needs and justification papers.  And I -

25 - I just wanted to understand that those triggers -- I
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1 thought I had heard the question about summer energy

2 being a major factor or a relevant factor, and I guess

3 I -- I just wanted to go back and make sure I -- I

4 wasn't missing something.

5                That that 3,400 megawatt number, for

6 example, wasn't relevant to summer.  As I understand

7 it, it's -- it's similarly relevant to the season

8 subject to a small issue of derating thermal plants.

9                MS. KELLY DERKSEN:   The other comment

10 that --

11                MR. PATRICK BOWMAN:   That -- that was

12 all that I had at least, and -- and I wanted to

13 clarify -- certainly not trying to do cross-

14 examination.  I'm not -- not qualified for that.  It

15 was just to make sure the record -- the -- the

16 information was there to be able to prepare what we

17 need to do in the next step.

18                MS. KELLY DERKSEN:   The -- the other

19 information that -- that is there is if you go down

20 the path and say, okay, let's treat Bipole III for

21 cost of service purposes different then Bipoles I and

22 II, let's treat it on the basis of how you treat all

23 of your transmission and your AC meshed network

24 transmission.

25                Let -- let's test that for a moment,
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1 because that's really what you have to do as -- let's

2 do the reasonability check after you make that

3 decision and see where that gets you.

4                And so the -- the trouble with treating

5 Bipole III no different than the rest of your AC

6 network is that -- which is based on a 2CP allocator -

7 - is that there's no load that you serve at the end of

8 Bipole III.  Your meshed network, the AC network,

9 serves load.  Customers can be served directly off of

10 that -- that system.  It's -- it -- it serves, you

11 know, it -- it serves load.  There's customers

12 attached to it.

13                Unless you do something with the energy

14 at the end of that Bipole III, it's no good to

15 anybody.  So that -- that's a test.  And -- and for me

16 that just -- it func -- it functions different and you

17 can't then conclude, at least in my mind, that the

18 same treatment for your transmission -- your AC

19 network transmission should be applied to your HVDC.

20                MR. PATRICK BOWMAN:   I just wanted to

21 -- I think we're arguing cases now.

22                THE FACILITATOR:   Patrick --

23                MR. PATRICK BOWMAN:   Well, I have a

24 question about winter energy.  You said that winter

25 energy is different than summer energy.  It wasn't
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1 about -- about 2CP, so.

2                THE FACILITATOR:   Patrick, nice to see

3 an impassioned one (1) by both of you.  Very exciting.

4 I did want to be sure that I got through the -- the

5 four (4) groups that had the -- the written questions

6 before we got going in the workshops.  Bill, you're at

7 the top of the list.  My understanding from you is

8 that all of the questions that you have are either

9 already as undertakings.  You have nothing further?

10                MR. BILL HARPER:   Apart from the

11 distribution ones, which come up tomorrow, I -- I've

12 got -- and what we've addressed through undertakings

13 already, my -- my list is complete, yes.

14                THE FACILITATOR:   All right.  Thank

15 you.  Next was Green Action.  Paul...?

16                MR. PAUL CHERNICK:   Okay.  I believe

17 that we have one (1) undertaking that was picked up on

18 the record, and I believe there were two (2) other

19 things from yesterday that I asked the Company to pull

20 together or see how much they could -- could do.  And

21 that was -- those were, first of all, referencing the

22 response to GAC-8.  I thought that Hydro agreed to

23 provide -- see what they could do in terms of

24 providing anyway.  That -- that was the -- the top

25 fifty (50) hours, summer and winter, based on the --
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1 the generation load, to provide the top fifty (50)

2 hours based on common bus load, number 1.

3                Number 2, the estimates of the class

4 loads on each of the top fifty (50) generation hours,

5 summer and winter again, that were used in deriving

6 the class CP allocator, so that we could have a sense

7 of how much the class mix varied within the top fifty

8 (50).  And thirdly --

9                MS. ODETTE FERNANDES:   Sorry.  Mr.

10 Chernick, before you go on, I -- I've been advised

11 that that information for the second request you just

12 made is -- might be in PUB-53.

13                MR. PAUL CHERNICK:   Well, how about if

14 we -- we check that and we can finalize that tomorrow?

15                MS. ODETTE FERNANDES:   That sounds

16 good.  Thanks.

17                MR. PAUL CHERNICK:   And the third was

18 to the extent that it -- they're not in part 2 or PUB-

19 53, the class loads on the top fifty (50) hours for

20 the common bus, where they're not already in the --

21 the list for the generation top hours.  So that was

22 one (1) request in three (3) parts.  The other one (1)

23 from yesterday had to do with GAC-57.

24                And I believe that I asked -- and --

25 and Hydro said that it could provide -- these are the
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1 class loads at peak hours for the months of -- of the

2 last four (4) years.  The -- the data in GAC-57 ends

3 in 2011/'12.  And I asked whether that could be

4 updated through the present more or less.  Whatever

5 you've got.

6

7                       (BRIEF PAUSE)

8

9                MS. KELLY DERKSEN:   I'm advised that

10 we are in the pro -- in the process of drafting

11 responses to the -- the data requests that you've

12 asked.

13                MR. PAUL CHERNICK:   Okay.  Is that

14 just for that last part or the -- the earlier one, as

15 well?

16                MS. KELLY DERKSEN:   For all of them --

17                MR. PAUL CHERNICK:   Okay, great.

18                MS. KELLY DERKSEN:   -- that are not

19 already on the record.

20                MR. PAUL CHERNICK:   Okay, good.

21 Because I didn't find it in the undertakings mentioned

22 in the -- in the transcript.  I'm glad that you're --

23 you're ahead of me on that.

24                And from today, there was a lot of back

25 and forth, and I'm not quite sure where this ended up.
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1 But I meant to ask for an explanation from GAC-6 of

2 the customer loads that -- an explanation of the

3 customer loads that justify functionalising each of

4 the transmission lines, the generation-related

5 transmission lines, as to transmission rather than

6 generation, the ones that are functionalised to

7 transmission.  And I did a really terrible job of

8 describing that one.

9                MS. KELLY DERKSEN:   I'm sorry, I --

10 I've missed that now.

11                MR. PAUL CHERNICK:   Do you agree with

12 me that I did a terrible job?

13                MS. KELLY DERKSEN:   No, I don't know.

14 I don't know enough.  I didn't -- I couldn't

15 understand enough to under --

16                MR. PAUL CHERNICK:   Okay.

17                MS. KELLY DERKSEN:   -- to understand,

18 so.  Can you --

19                MR. PAUL CHERNICK:   Do you want me to

20 start -- start from the top?

21                MS. KELLY DERKSEN:   -- start again,

22 please?

23                MR. PAUL CHERNICK:   Okay.  GAC-6 lists

24 a group of -- of -- for substations -- and I think we

25 expla -- we got a pretty clear explanation of that.
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1 And then a group of lines were identified as being

2 required for the generation stations, and some of

3 those are functionalised as generation and some of

4 them are functionalised as non-tariff transmission.

5                And the explanation that I heard was

6 that, well, they're -- they -- those serve customer

7 load in addition to feeding the generation into the

8 system.  And so for those six (6) lines I'd just like

9 an explanation of what -- what's the load -- which

10 substation is that -- is that line feeding that's load

11 serving rather than generation connecting.

12                Did I count right?  Is it six (6)?

13                MR. BYRON WILLIAMS:   Seven (7).

14                MR. PAUL CHERNICK:   Seven (7), excuse

15 me.

16                MS. KELLY DERKSEN:   That's certainly

17 not something that we talked about this -- this

18 morning.  We -- we had without question some

19 discussion about this and why some stations were

20 generation -- some lines were generation, others were

21 non-tariffable transmission.

22                I -- I don't recall ever going down the

23 path of identifying those that are -- could be

24 arguable generation-related transmission, if it's

25 those that you're specifically interested now in and -
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1 -

2                MR. PAUL CHERNICK:   I'm -- I'm talking

3 about the -- the six (6) lines that have the hundred

4 percent under the transmission column on the right at

5 the bottom of this -- this table that we're looking

6 at.  And -- and we discussed the -- the logic of, if

7 there's a load that requires this line, as well, then

8 it's part of the network -- or it's not part of the

9 network, but it's part of the radio system that hangs

10 off the network.

11                It's one (1) of those red lines coming

12 down from the spider web as opposed to the blue line -

13 - in addition to being a blue line going up from the

14 spider web.  And so I just wanted to ask if you could

15 identify why these are -- are classifi --

16 functionalized as transmission rather than generation

17 feeds?  Because this is a list of -- of assets that

18 the -- transmission assets that the company identified

19 as being necessary to interconnect the generators.

20                MS. KELLY DERKSEN:   We could do that.

21                MR. PAUL CHERNICK:   But?

22                MS. KELLY DERKSEN:   We're -- we're

23 talking only, you know, very few dollars here.

24                MR. PAUL CHERNICK:   I -- I know.  And

25 I'm just trying to understand the logic.  And there's
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1 some other situations where, if I can ask another

2 transmission question before the end of the day, I'll

3 -- I'll follow up with.

4                DR. DAVID SWATEK:   I just wanted to

5 clarify.  There is no domestic load on those lines.

6 Again, that was the discussion of the hypothetical

7 cottage, just to make a -- make an illustrative point.

8 We can -- we just haven't classified them as -- or

9 functionalized them as generation.

10                MR. PAUL CHERNICK:   Well, it says you

11 funct -- functionalized them as transmission.

12                DR. DAVID SWATEK:   As non-tariffable -

13 -

14                MR. PAUL CHERNICK:   Transmission.

15                DR. DAVID SWATEK:   -- transmission --

16                MR. PAUL CHERNICK:   And they're not

17 tariffable?

18                DR. DAVID SWATEK:   Yeah.

19                MR. PAUL CHERNICK:   Are we on -- I

20 understand that part.

21                DR. DAVID SWATEK:   Yeah.

22                MR. PAUL CHERNICK:   But why are they

23 transmission as a part of -- as opposed to generation

24 for cost-of-service purposes?  And I understand the --

25 they're small and we didn't bother doing that, but if
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1 that's the answer, that -- that's the answer.

2                MS. KELLY DERKSEN:   Yeah, they're

3 small.  We're talking under a million -- under a

4 million dollars here annually in the context of 1.7

5 billion.  You know --

6                MR. PAUL CHERNICK:   Okay.

7                MS. KELLY DERKSEN:   -- pick -- pick

8 one (1), any one, and it's -- you know, it's not going

9 to shove the needle in terms of --

10                THE FACILITATOR:   All right.  Let's go

11 to another one (1).

12                MS. KELLY DERKSEN:   -- cost depiction.

13                THE FACILITATOR:   That one's too long.

14                MR. PAUL CHERNICK:   Okay.  Well, how

15 about I was looking at the Wuskwatim transmission

16 facilities and it looks to me like Wuskwatim has two

17 (2) -- 230 kV lines to the southwest and one (1) to

18 the northeast and it doesn't -- conceivably one could

19 under some circumstances feed power in at one (1) end

20 of that and run it by Wuskwatim to the other end, but

21 those lines were built with Wuskwatim to take away

22 their power and deliver it to the -- to the -- the

23 spider web.

24                And they seem to me to -- they look

25 like very classic generation feeds.
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1                DR. DAVID SWATEK:   Right.  Those lines

2 were identified as required to -- to get transmission

3 onto the grid, but the topology being exactly the way

4 you explained it, we can -- we can move power through

5 those lines to serve -- those lines are used and

6 useful, they are simultaneously used and useful to all

7 transmission customers.

8                They're essentially part of the grid.

9 They were required to get Wusk -- Wuskwatim, but

10 functionally, they -- they -- functionally they are

11 part of the grid.  So they are --

12                MR. PAUL CHERNICK:   And because AC

13 power flows where it wants to flow, even if Wuskwatim

14 is shut down, there cert -- certainly could be power

15 flowing through those lines?

16                DR. DAVID SWATEK:   Yes.

17                MR. ROBERT CAMFIELD:   Paul, that's

18 consistent with my experience.  In the development of

19 OATT determination of lines that are part of a meshed

20 system and thus tariffable, in this case a comparably

21 low voltage loop also connection a hydro station was

22 deemed to be -- was part of the meshed system.  Flows

23 can go either way and -- and can serve a load and have

24 load flows even if the generator is producing no power

25 at all.
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1                MR. PAUL CHERNICK:   And I certainly

2 understand that for the OATT you have certain rules

3 for dividing things up.  And I'm just looking here at

4 the causality and it sounds like we're in one (1) of

5 those situations where these lines were caused by

6 Wuskwatim.

7                They were built to connect Wuskwatim to

8 the system, but they could have some, perhaps small

9 use in transmitting power.  It's possible that if

10 Wuskwatim blew up and were no longer available, that

11 it would not be worth maintaining these lines, because

12 the other lines would be adequate, but as long as

13 they're there some power will flow through them with

14 or without Wuskwatim.

15                And it sounds like you're saying, Well,

16 if power would flow through them without the

17 generator, then it's a -- it's part of the network

18 transmission and we don't -- we don't treat it as

19 being generation related even though it was explicitly

20 built for generation.

21                And that's kind of -- that's your rule

22 for that classification.

23                THE FACILITATOR:   Paul -- Paul, rather

24 than getting into a debate, at --

25                MR. PAUL CHERNICK:   Oh, they're
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1 nodding their heads.  It's not a debate, it's a love

2 fest.

3                THE FACILITATOR:   Well -- well all

4 right, but -- but my concern is to get any questions

5 out that need to be remaining, so --

6                MR. PAUL CHERNICK:   Okay.  I was just

7 making sure that we had complete agreement on that --

8 that's their  rule, and other people may have another

9 rule.  And that's all I have for --

10                THE FACILITATOR:   You -- you -- no

11 more questions --

12                MR. PAUL CHERNICK:   That's --

13                THE FACILITATOR:   -- for the --

14                MR. PAUL CHERNICK:   -- that's it.  I -

15 - I think we've got everything answered.

16                THE FACILITATOR:   Next on my list I

17 had, for the General Service Group, you had some

18 questions.  Did you get all of your questions covered

19 in your -- in your questioning period?

20                MR. CHRISTIAN MONNIN:   With respect to

21 yesterday's questioning and today's, we -- we had no

22 questions so we're current and up to date.  We have

23 some written Pre-ask which we'll be addressing

24 tomorrow.  Thank you.

25                THE FACILITATOR:   Great.  Thanks very
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1 much.  And last of all then is for Daymark.

2                MS. MARY NEAL:   Okay.  So if we could

3 talk a little bit more about the response to PUB-IR-

4 53.  So in response to that IR, you provided hourly

5 load profiles for each of the domestic classes that

6 was used in your load research.

7                I was hoping we could also get the

8 exports --the load research for the load exports in

9 the same format.

10

11                       (BRIEF PAUSE)

12

13                MS. KELLY DERKSEN:   Can you remind

14 which IR, please, that was?

15                MS. MARY NEAL:   Fifty-three (53).

16 PUB-53.

17

18                       (BRIEF PAUSE)

19

20                MS. KELLY DERKSEN:   Our load research

21 supervisor says, Okay, we will do that.

22                MS. MARY NEAL:   Okay, great.  So the

23 undertaking will be to provide hourly load profile

24 data for exports using Manitoba Hydro's load research

25 in the same Excel format that was provided, the



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

614

1 domestic classes data in response to PUB-IR-53.

2

3 --- UNDERTAKING NO. 8:     Manitoba Hydro to provide

4                             hourly load profile data

5                             for exports using Manitoba

6                             Hydro's load research in

7                             the same Excel format that

8                             was provided, the domestic

9                             classes data in response to

10                             PUB-IR-53

11

12                MS. MARY NEAL:   If we could bring up

13 the response to PUB-IR-22.  If we could go to Part B.

14                Could you explain what data is

15 presented in this table?  It says MISO physical sales.

16 Is this total sales?  Is this opportunity sales?

17 What's provided here?

18                MR. DAVID CORMIE:   Those are -- that

19 is energy that is exported into MISO.  There are two

20 (2) types of sales.  One (1) are -- one (1) are --

21 which was shown here is the physical, and then there's

22 the financial sales where we have -- we have an

23 obligation and we've decided to fulfill that

24 obligation by purchasing from the market, and having

25 the market deliver the energy to the -- to the sale --



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

615

1 to the customer.

2                And so this -- this is -- these are the

3 exports for Manitoba.  For example, if we have a 500

4 megawatt sale obligation and we decide to physically

5 deliver 300 megawatts, and -- and have three (3) -- or

6 200 megawatts provided from the market at the market

7 price, it would be a 200 megawatt financial sale and a

8 300 megawatt physical sale.

9                MS. MARY NEAL:   Is it possible to get

10 the financial sale's data in the same format?

11                MR. DAVID CORMIE:   Yes, I'm sure it

12 can, yes.

13                MS. MARY NEAL:   So could we add that

14 to this response?

15                MR. DAVID CORMIE:   Yes.

16                MS. MARY NEAL:   Okay, great.  So we'll

17 get the MISO financial sales data added to the table

18 provided in response to PUB-IR-22, Part B.

19

20 --- UNDERTAKING NO. 9:     Manitoba Hydro to provide

21                             the MISO financial sales

22                             data added to the table

23                             provided in response to

24                             PUB-IR-22, Part B

25
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1                MS. MARY NEAL:   And if we go to Part C

2 of this response.  So I believe one of the things

3 being requested in this particular request was MISO

4 sales, and here we have dependable fixed price, US

5 opportunity fixed price, and US market sales.

6                Could you perhaps define exactly what

7 the difference is for each of those and how they might

8 relate to MISO's markets?

9                MR. DAVID CORMIE:   The -- The first

10 two (2) columns are sales under a bilateral

11 arrangement that could be -- well, in -- in The case

12 of The dependable that'll be under The long-term

13 dependable contracts.  The opportunity sales are

14 bilateral contracts that are entered into on a forward

15 basis in The short-term market, where we have a

16 customer commit to a fixed price.  And then The market

17 sales are The -- essentially The spot market energy

18 that is sold in The day ahead, or The real time market

19 to -- with -- through MISO.

20                MS. MARY NEAL:   Okay.  Is this total

21 physical and financial based?

22                MR. DAVID CORMIE:   Yes, it -- it's a

23 sales number.  And it -- and it -- yeah, otherwise we

24 would show it as an export, which would be The

25 physical deliveries only.
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1                MS. MARY NEAL:   And if we could go to

2 Part D of this response.

3

4                       (BRIEF PAUSE)

5

6                MS. MARY NEAL:   So I understand

7 there's a WPS contract under permit number 379 that's

8 not in this table.

9                Could it be added to this table?

10

11                       (BRIEF PAUSE)

12

13                MR. DAVID CORMIE:   Could you ask The

14 question again?

15                MS. MARY NEAL:   So let me just state

16 The question directly off of how I've written it.

17                Could we please add The sales under The

18 WPS contract under permit number 379 to The table in

19 response to PUB IR number 22, Part D?

20

21                       (BRIEF PAUSE)

22

23                MR. DAVID CORMIE:   I -- I am sorry.

24 The -- The note at The top -- are you referring to The

25 note at The top of The table?  I don't understand what
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1 your question is about.  There -- there was no firm

2 WPS contract for The period, so there won't be a

3 permit.

4                MS. MARY NEAL:   Could you provide any

5 sales data you have under permit 379?

6                MR. DAVID CORMIE:   Could you scr --

7 just scroll down to The -- or maybe scroll up.  Maybe

8 that's the -- what is three (3) --

9                MS. MARY NEAL:   There's no reference

10 to that permit number in this --

11                MR. DAVID CORMIE:   -- what is permit

12 379?

13                MS. MARY NEAL:   It's my understanding

14 that there is data recorded -- or reported to The NEB

15 under that permit number.

16                MR. DAVID CORMIE:   Could I see what

17 The question is for 'D', please?

18                MS. KELLY DERKSEN:   Do you have a

19 reference for where you would -- what Information

20 Request that you would have?  That -- perhaps that

21 would be helpful to us.

22                MS. MARY NEAL:   It's -- The -- The

23 permit number you mean?

24                MS. KELLY DERKSEN:   Yeah, your comment

25 earlier was that it was your understanding that there
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1 is information with respect to The specific permit

2 that you speak to.  If you could direct us to The

3 Information Request that you obtained that inf -- that

4 information, that might be helpful to us.

5                MS. MARY NEAL:   Yeah, I'd have to

6 confer with my colleagues.

7                MR. DAVID CORMIE:   My understanding is

8 379 is -- is The export permit for The firm sale that

9 begins in June of 2016.  So there is no energy because

10 we have got -- we have yet to get to June 2016.  That

11 sale only starts in a few weeks, so we can't give you

12 historical data for '14 and '15 because it doesn't

13 exist.

14                MS. MARY NEAL:   Okay.  Fair enough.

15

16                       (BRIEF PAUSE)

17

18                MS. MARY NEAL:   Okay.  I do have a

19 reference.

20

21                       (BRIEF PAUSE)

22

23                MS. MARY NEAL:   Actually, I'm just

24 going to let one (1) of my colleagues speak.

25                MR. BRADY RYALL:   One (1) of the
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1 references would be attachment 31 from the interim

2 proceeding.  And it shows -- it shows sales under

3 permit 379 in August 2013.

4

5                       (BRIEF PAUSE)

6

7                MR. DAVID CORMIE:   Yeah, I think -- I

8 think we'll have to take this away.  And -- and you've

9 given us a reference.  We'll look at that.  But I

10 don't think that's a document that's in this

11 proceeding, is it?

12                MS. MARY NEAL:   I -- no, it's not.

13                MR. DAVID CORMIE:   Thank you.

14                MS. MARY NEAL:   I think -- is that

15 something you want to do as an undertaking or do you

16 want to come back tomorrow and decide then if -- if we

17 need an undertaking?

18                MR. DAVID CORMIE:   I'll take it as an

19 undertaking.

20                MS. MARY NEAL:   So that will be an

21 undertaking to look at the -- the data pro -- provided

22 and the reference we cited and see if that cannot be

23 added to the table in response to PUB IR number 22,

24 Part D.

25
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1 --- UNDERTAKING NO. 10:    Manitoba Hydro to look at

2                             the data provided and the

3                             references in attachment 31

4                             from the interim

5                             proceeding, showing sales

6                             under permit 379 in August

7                             2013, and add to table in

8                             response to PUB IR number

9                             22, Part D

10

11                MS. MARY NEAL:   So if we could now

12 turn to the response to PUB IR number 21.

13

14                       (BRIEF PAUSE)

15

16                MS. MARY NEAL:   If you look at page 4

17 of that response.

18

19                       (BRIEF PAUSE)

20

21                MS. MARY NEAL:   So in this response it

22 says:

23                   "With the exception of load flow

24                   studies based on actual hourly system

25                   data..."
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1                And goes on for (sic) there.  So are

2 there any load flow studies based on actual hourly

3 system available that Manitoba Hydro has that could be

4 provided?

5                DR. DAVID SWATEK:   I just -- I did not

6 prepare this IR, so I just want a moment to take a

7 look and get more context here.

8

9                       (BRIEF PAUSE)

10

11                DR. DAVID SWATEK:   In the -- the

12 energy management system, the co -- the power -- let's

13 see, the system control centre, there are hourly --

14 there -- there are -- yeah, there are load flows that

15 are calculated based on system conditions.  Those --

16 those are just used though to -- to make realtime

17 decisions about how to operate, which switches to

18 open, which switches to close.

19                Tho -- those are the only load flows

20 based on actual system data that I'm aware of.

21                THE FACILITATOR:   Would this issue

22 have a problem on the materiality basis?  If we're

23 talking about the losses, would these other data that

24 could be provided even though it was for other uses,

25 is it going to be material in terms of changing the --
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1 the load loss effects?

2                DR. DAVID SWATEK:   I wouldn't see it,

3 no.

4                MS. KELLY DERKSEN:   From a -- from a

5 cost-of-service perspective, we're talking very

6 minimal impacts overall.

7                THE FACILITATOR:   Should you give this

8 one up?

9                MS. KELLY DERKSEN:   We can let that

10 one go.

11                MR. DAVID CORMIE:   Yeah, I was -- I

12 was just going to add that -- that Manitoba Hydro is

13 not the only entity that is using the Manitoba Hydro

14 transmission system.  So we can look at our particular

15 transactions, we don't know whether SaskPower is using

16 it, BC Hydro is using it, OPGI is using it.  Lots of

17 people is using it and it's not -- and -- and it's not

18 in our -- it's -- we don't have the ability to do

19 those low flows.

20                So it -- that's why we have an

21 accounting method that -- that is -- you know, deals

22 with it in a relatively simplistic manner, because we

23 don't have all the information necessary to -- to do

24 the analysis that's being asked for.

25                THE FACILITATOR:   Oh, good.  Anymore
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1 from Daymark?

2                MS. MARY NEAL:   One (1) more for

3 today.  We were hoping to get generating data from

4 individual generating units at individual hydro

5 stations, so not station by station, but units within

6 stations.

7                Is that available?

8

9                       (BRIEF PAUSE)

10

11                DR. DAVID SWATEK:   I'm sorry, can you

12 rep -- repeat that, please?

13                MS. MARY NEAL:   All right.  Well, let

14 me see if this just helps if I just read it straight

15 off what I've provided you already:

16                   "So for each generating unit at each

17                   hydro station, please provide the

18                   daily generation output from the past

19                   fifteen (15) years in Microsoft Excel

20                   format."

21                MS. KELLY DERKSEN:   Could I just ask,

22 if you -- if you -- I don't know if that data is

23 available.  I'm not the right person, someone else

24 would have to speak to it.  But if you did have the

25 data for cost allocation purposes, could you help me
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1 out in terms of understanding what -- what would you

2 do with that?

3                MS. MARY NEAL:   We would look at it

4 and use it to test some of Manitoba Hydro's assertions

5 about how its system operates.

6

7                       (BRIEF PAUSE)

8

9                THE FACILITATOR:   This one seems to me

10 to be a very large piece of information gathering.

11 Have -- I'm sort of thinking in my mind that now

12 you're going to take all that information by each

13 generating unit and test their assertions in what way?

14                MS. MARY NEAL:   If this is something

15 that we really need to justify through this

16 proceeding, then we should talk about that offline.

17 If Manitoba Hydro is rej -- is rejecting it on -- or

18 objecting to it on some kind of basis that it would be

19 burdensome, I think we would like to know that.

20                MS. KELLY DERKSEN:   I -- I just -- I

21 don't know enough to know.  I'm just trying to

22 understand from a cost allocation perspective how you

23 would use that for purposes of -- of allocating costs.

24                You know, we don't even look at cost --

25 you know, we pool costs to a large degree, especially
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1 at the -- at the generation level.  And so to take

2 that step further back into the system, into the

3 actual unit of the generating facility, which is what

4 I think your question is, you know, I -- I just -- I

5 just don't understand how -- what you would do with

6 that in -- information.

7                But that said, I wouldn't know what we

8 would have available and fifteen (15) years of data,

9 you know, I -- I just -- I can't say one (1) way or

10 the other at this point.

11                MR. DAVID CORMIE:   Yeah, my area keeps

12 track -- does the energy accounting for Manitoba

13 Hydro.  We -- we -- and it's based on that energy

14 accounting system that we pay water rentals.  We don't

15 pay water rentals based on unit output.  We base it on

16 station output.  And that's the data set that we have.

17                And then -- and then -- and -- and it

18 may be possible for some modern generating stations

19 where we actually have at the station a record of the

20 hourly unit output, but I know for certain that some

21 of our vintage plants we don't have that information

22 by hour.

23                So if you go to Pointe du Bois, Slave

24 Falls, Great Falls, you know, we're lucky to get the

25 data we have.  So -- and -- and we don't dispatch the
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1 -- the generation by unit.  It -- it -- most of the

2 generation is dispatched at Dorsey through a power

3 order.  And we don't care which unit it comes from.

4                There's a power order for 4,000

5 megawatts at Dorsey and we equally load the available

6 units up north.  They're not dispatched unit by unit.

7 So I'm just going back to the point that I don't know

8 how you would be able to say that we operate unit 1 at

9 Kettle differently than we operate unit 4 or unit 8.

10                So I -- I -- we could try and get the

11 data, but I -- I just don't see how it would be

12 relevant.

13                MS. MARY NEAL:   We will -- we can take

14 this back and deliberate some more, and see if there's

15 another way we can get after this issue, and we'll

16 talk about it tomorrow.

17                THE FACILITATOR:   So -- so it's left

18 for Daymark to reconsider the -- the request for other

19 components, and perhaps talk to Manitoba Hydro offline

20 to see whether things can be worked out.  Is that

21 right?  Good, thank you.

22                MS. MARY NEAL:   Yes.

23                THE FACILITATOR:   And is that it?

24 We're good.  But Antoine's not.  How about from

25 Antoine?
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1                MR. ANTOINE HACAULT:   I just have one

2 (1) small clean up.  Mr. Bowman -- Patrick Bowman

3 referred to Manitoba Hydro Exhibit 41 from the 2012 to

4 2014 GRA application.  It's a -- a two (2) page

5 document.  It was a Manitoba Hydro exhibit.

6                And I have just asked Odette whether it

7 would be acceptable that Hydro add that document as a

8 Manitoba Hydro exhibit so everybody could go back

9 later and see the graph that Patrick was referring to

10 and talking to the other witnesses.  And my

11 understanding is that is acceptable to Odette?  Yeah?

12                MS. ODETTE FERNANDES:   I can confirm

13 that.

14                THE FACILITATOR:   Perfect.  Thank you.

15                Is that it for today?  Thank you very

16 much, everyone.  Tomorrow at nine o'clock.

17

18 --- Upon adjourning at 4:54 p.m.

19

20 Certified correct,

21

22

23 ____________________

24 Sean Coleman, Mr.

25


