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Editorial - Wuskwatim gamble

Wednesday, October 6th, 2004
THE Clean Environment Commission recommended this week that the Wuskwatim generating station be built, but its review of the financial justification of the hydroelectric project omits critical detail to support its conclusion. The commission recommended that the province give Manitoba Hydro and the Nisichawayasihk Cree Nation, the utility's partner in the $800-million project, the necessary licence under the Environment Act. The CEC report also drops a hint that the government intends a substantial change to the way Manitobans are charged for hydroelectricity.

 Manitoba Hydro did not give the CEC good data for its economic case for Wuskwatim, which will supply export customers during its first nine years of operation. The CEC accepts the utility's "assurances" it will double the power savings it now achieves through domestic conservation efforts, that it will have the transmission capacity to accommodate increased sales to export customers and that the prices on the export market will return adequate revenues, even in low-market price conditions, to make Wuskwatim viable. Manitoba Hydro, which has not sold Wuskwatim's output, refused to disclose their export price projections, calling this "commercially sensitive" information. Further, the projection that Wuskwatim will return net income to the partners of $77 million annually by 2035 are based on the stunning assumption that water rental rates charged by the province will continue at current levels. In 2001/02, the Doer administration doubled those water rental rates. Further, there was no sign Manitoba Hydro gave the CEC details on the costs of serving export customers. Without that, ratepayers cannot know the true profit from export sales.

 Equally troubling is the suggestion within the deal between the Wuskwatim partners that Manitoba ratepayers may have to start paying electricity rates based on export market prices, rather than based on Manitoba Hydro's costs of production. That would be a dramatic shift in policy. Before any deal is signed on Wuskwatim, the Doer administration must clarify its policy on domestic rates.

 Manitoba Hydro and the NCN Indian band (formerly known as Nelson House) are limited partners in the construction of the generating station. Manitoba Hydro will own 66.99 per cent of the generating station and NCN, 33 per cent. The remaining 0.01 per cent will be held by Manitoba Hydro, as general partner. From 2010 to 2019, Wuskwatim's 200 megawatts will be exported at market prices, although no customer to date has been found. These rates have been significantly higher than those charged to Manitobans. In 2019, Wuskwatim's power will be required to meet domestic demand. But the deal requires Manitoba Hydro, as general partner, to buy Wuskwatim's power at market rates indefinitely from the limited partners. "Manitoba Hydro concluded the arrangement with NCN will have significant upfront benefits, and while it may cost the company in the latter years of the agreement, it will be advantageous overall to (Manitoba Hydro) and its customers," the environment commission concluded.

 It is not clear whether this means the Crown utility will subsidize the high-price purchases from NCN, or whether it will pass on these costs -- the difference between the domestic rates and the market prices -- to Manitoba ratepayers. Such a step toward market pricing of power for Manitobans should be part of a larger energy policy and should be approached through open discussion, not by stealth.

 The Doer administration's decision earlier this year to ask the CEC to handle the economic as well as the environmental review of Wuskwatim prompted many to wonder if the government was undercutting the watchdog role of the PUB. The PUB reviews Hydro's financial status at times of rate applications, and it reviewed the business case for the Conawapa dam project, when an export contract had been concluded, in 1990. Earlier this year, the PUB ran afoul of the province when it ordered Hydro to reduce rates charged to commercial customers at a time when the province was sucking many more millions out of the utility. It was also insisting Hydro release data to prove the profits it claims from export sales.

 Premier Gary Doer made an election promise to Manitobans that his government would never sell Manitoba Hydro, calling it a precious public resource. Ratepayers should wonder whom the utility ultimately will serve under the NDP's stewardship. The CEC did not sufficiently probe that question in reviewing the case for Wuskwatim, although it noted the PUB should monitor Wuskwatim's costs as part of future rate reviews. The CEC should have demanded fuller financial data and evidence of a buyer for Wuskwatim power. Mr. Doer should explain his government's intentions on how the rates charged to Manitobans should be set.
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