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Wet summer pushes Hydro profits to $140 million
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By Dan Lett

MANITOBA'S cold, wet summer is continuing to pay dividends for Manitoba Hydro, which is now projecting a $100-million increase in its profits for the current fiscal year.

 Hydro president and CEO Bob Brennan said second-quarter results indicate net profit for the year ending March 31, 2005 should exceed $140 million. In April, Hydro forecast net earnings of just $37 million.

 And with northern generating station reservoirs at near capacity, there is a good chance the profits will grow even more by the end of the current year, Brennan noted. "We could certainly do better than $140 million," said Brennan.

 The mounting profits at Manitoba Hydro represent a nearly $600-million turnaround from the previous fiscal year, which was a disaster for the Crown utility.

 Last year, Hydro lost $436 million as drought conditions drained the province's lakes and rivers to historic low levels. But heavy rainfall, which started in the spring and carried through to fall, has created what Hydro is now calling an "unprecedented recovery" in the water flows.

 "We went from the lowest flows in 28 years to a situation where the reservoirs are virtually full," said Brennan. "I've never seen anything like that before."

 The drought was so severe Hydro had to import electricity from the United States to meet its domestic and export obligations.

 In the second quarter of the current fiscal year, Hydro earned a $29-million profit on its electricity sales, including export sales. This was offset by a $26-million loss in gas sales.

 Total revenue for the six-month period ending Sept. 30 was $842 million, $76 million higher than the same period in the previous year.

 However, the Crown utility realized enormous cost savings this year by not having to import electricity. Total expenses in the second quarter were $839 million down by $80 million from the same period last year.

 Hydro's financial recovery will add to an improving bottom line for the provincial treasury.

 Hydro losses or profits are included in the province's summary budget statement, which is an accounting of all government agencies, crown corporations and departments. Last year, Hydro losses contributed to a large summary budget deficit.

 Rebounding revenues will also likely spare Hydro customers any additional rate increases. Earlier this year, the Public Utilities Board approved the first electricity rate increases in nearly a decade.

 The increases are expected to raise about $88 million a year for Hydro, and cost the average Manitoba household just under $50 more a year for electricity. A small industrial customer will pay an additional $263 a year
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