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an a: with PUB Order 59/16
* an understc soning flowing from the NFAT
report, and :
* a sound understanding of the industry and regulation

%




xecutive Director
Board, 13 July 2017

PUB Procedural Order 70/17




or IFF 152

PUB letter, @ June 2017, at p 2










staining

_ 1 fransmission
capital exper greater than 1.20
orovides sufficient cas operations to fund sustaining capital

expenditures and further reduces the need for debt financing. [emphasis
added]

2015/16 GRA, Tab 3 p 15




Capital Coverage Ratio (Updated IFF16- with 3.36% increase August 1, 2016)
2016/17 2017/18 2018/19 2019/20 2020/21 2021/22

2017/18 - N/A . . . . . Appendix 3.7
0%
After - 7.9%*

2017/18 -
1.6%
After — 7.9%°




Updated IFF16 $92 M Appendices 36 & 37

- MH {Expensed)-Treatment
- 0%in 2017/18

Updated IFF16

- MH {Expensee-Treatment
- 1.6%in 2017/18




Inconsistency with Board accounting directives

%










(1),
S(1)(2)

taking into

account comp

Crown Corporation Public Review and Accountability Act, s 25(4)a) i) v) viii),

The Manitoba Hydro Act,s 39 1) a)
@

%

14




. T PUB Order 5/12 at p 27 and
of its overall gene — PUB Order 98/14 at p 28, 29

The PUB is not in a position to make a judgment call on
reliability of estimates or necessity of expenditures at the

15

/3 interim rate stage



ions
ontinued

® The regula 2 malleable cash flow

metric deployed for the ‘ / /18 General Rate Application

Can there be a "just and reasonable rate™ based on untested
assumptions and metrics that are materially shifting? y

b




er of a public utility, or
any per: 2 evidence and be heard at
a public hearing « soon as practicable thereafter, the

board shall, on the application e-hear and reconsider the matter and make
such order as to the board seems just. [emphc

Noting the exception for urgency, s 48 underscores the importance of hearing both
/) sides of the story before rushing to judgement
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http://web2.gov.mb.ca/laws/statutes/ccsm/p280f.php#44
http://web2.gov.mb.ca/laws/statutes/ccsm/p280f.php#47%282%29
http://web2.gov.mb.ca/laws/statutes/ccsm/p280f.php#48

PUB Order 59/16,p 4, 12

Unforeseen or Emergency Situations
not prepared to consider future interim rate applications unless warranted by

unforeseen or emergency situations

PUB Order 59/16, p 4, 12




p 6

e equal

by 2033 /34
PUB Order 59/16, p 9

The PUB has made it clear that it expects its accounting directives to be

- complied with for the purposes of interim rates

%




rates, ana
absence of a rate

%

eterious
The questions to
ble to grant interim
erious effect in the

PUB Order 49/14,p 16

20




of public

PUB Order 59/16, p 5.

Material crec Orders:
Operating, Mainte
Load forecast for Top Cor
Export prices
Finance Expense
Capital Costs

Board Order 59/16, p 22, 37, 38, 16, Board Order 73/15, p 66,
See also generally the UMS Report, Tab 5, Appendix 5.1,




Y
ydro at
pplication

N submission, page 22

Meaning xamination and

competing expert analysi:

Manitobans need to hear differing perspectives and to have their
informed voices heard by independent decision-maker

%







PUB letter, @ June 2017, at p 2




ard
6; and
_— sed on the

ed by Order 59/16

More colloquially,

®* does Manitoba Hydro finds itself in emergency adverse circumstances not
contemplated by the PUB at the time of Board Order 59/16 or the 2014
NFAT hearing?



n of the PUB

y addiction to interim
rate applicatio

The Consumer Coalition's response to Question 2 will take into account:

* ongoing challenges with Hydro's credibility

* the untested nature of Hydro's evidence, and

/} ®* rate shock considerations







PUB Act, at s 84(2)







une 2017 letter to

o and Interveners of record




cash flow from

further reduces the need

for debt financing.

Manitoba Hydro, 2015/16 General Rate Application, Tab 3, p 15




A $162 MILLION L ON A MALLEABLE
~ METRIC AS COMP!/ VED METRIC

Schedule 1: Capital Expenditures Included in Capital Coverage Calculation ($M)

2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 Source

IFF16

MH Interim Rate Tab 2, Fig. 2.6
Submissions — Revised
Metric

MH Capital Coverage PUB MFR 17

Ratio Fig. 4

IFF16-Updated

MH Revised Cash Flow PUB MFR 51 -
Metric Updated

MH Capital Coverage
Ratio

Note: The 11 July 2017 Update did not include updated values for 2016/17




ion, 20 June 2017, p 4




IFF16 —Rate  2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 Source

Increase

: Updated

2018 - 0% - . . . . . Appendix 3.7
After - 7.9%

2018 —
1.6%
After — 7.9%

2018 -
3.36%
After — 7.9%

2018-7.9% . . . . . Appendix 3.6
After — 7.9%

Note: The 11 July 2017 Update did not include updated values for 2016/17

Based on the Updated IFF16, Manitoba Hydro’s capital coverage target would be

34

met even if there was no interim rate increase approved




Updated IFF16 $92 M Appendices 36 & 37

- MH {Expensed}-Treatment
-0%in 2017/18

Updated IFF16

- MH {Expensed}-Treatment
-1.6%in 2017/18



eqsk Project

* taking
* relaxing Hydro's | derate its proposed electricity rate
increases.

NFAT Report, 20 June 2014, p 252

Manitoba Hydro's current financial situation was not unforeseen. It was specifically contemplated in ’rhe%
mily of PUB decisions reaching from the NFAT Report to Order 59/16.













on to interim

Taking into acc

® ongoing challenges with

* the untested nature of Hydro's evidence, and

® rate shock considerations




Given the malleable metrics employed in the interim rate submission there is no basis to
conclude that the approach of the current leadership of Manitoba Hydro will be any
more reliable







used by the Board in
F15 and the need for an

ate increase effective 1 April 2016)




cost reductions are

also assisting.

r






oved and

Inconsistent with the direction of the @ June 2017 letter of the Board




exacerbate

* Hydro did not comply

( * Hydro did not comply with @ June 2017 letter of Board
@




al coverage ratio

® Material change strics exacerbate credibilit
g N Y
challenges -

* Hydro did not comply with Order 59/16
¢ ®* Hydro did not comply with @ June 2017 letter of Board




latory house in

oology and malleable

* Hydro's interim submissio C mplince with the directive found in the PUB

Letter of @ June 2017
* Long term interests of consumers best served by testing Hydro's application in a full process before granting
@ any demonstrably necessary rate increase




1sed on CFO to

applying the Boa Wanitoba Hydro does not face an
emergency issue in terms o

based on the Updated IFF16, Manitoba Hydro’s capital coverage target for 2017 /18 would be met even if there was no
interim rate increase approved;




3 rate increase

the water flow forecast underpinning Manitc 7/18 outlook is the best forecast currently available for the
purposes of forecasting 2017 /18 financial results

there is no prima facie case based on recent actual results or projected 2017 /18 results for an interim increase.




Board
g its
regulo on to interim rate

increases

r



