Hydro profits down so rates are going up by 2.25%
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FACED with low water levels and declining revenues, Manitoba Hydro has been given the go ahead to raise electricity rates by 2.25 per cent effective March 1.

The Public Utilities Board issued a decision Wednesday that provided the green light for the rate increase. Manitoba Hydro requested the hike to help shore up its revenues which have dried up because of low water levels in lakes and rivers responsible for generating the utility's electricity.

Based on past estimates, the rate increase taking effect this month will add less than $18 to the annual average residential electricity bill.

Hydro surprised consumers on Jan. 31 by requesting an immediate hike in electricity rates only six months after telling the PUB it did not see the need for additional rate increases.

Consumers and seniors' groups continue to view the most recent rate hike as suspicious given the timing.

"If Hydro truly needed a rate increase, they could have brought it forward much earlier," said lawyer Byron Williams, who represents the Consumers Association of Canada and Manitoba Society of Seniors. "This interim rate application sends the wrong message. Namely, that your first recourse when revenues sag is to go back to the ratepayers. The first recourse should be to get your expenditures under control."  

  Hydro previously forecast profits of more than $217 million for the year ending March 31, 2007. But following last summer's extremely dry conditions, the utility reported in its most recent quarterly report it expects to reap only about $102 million.

 Last December, Hydro issued a news release noting that profits for the first six months of the 2006-07 fiscal year were down 50 per cent from forecasts. But Hydro said even with those figures, it was still showing "positive financial results."

 And last June, Hydro abandoned plans for a rate hike application after reporting record profits of $375 million for the year ended March 31, 2006. Hydro appeared in every way to have made a full recovery from the last drought cycle which ended in 2005 and cost Hydro more than $2 billion in retained earnings. In 2004, the worst year of the drought, Hydro lost a record $436 million.

Hydro could not be reached for comment.

More rate increases could follow this most recent interim hike. The PUB said it will consider Hydro's request for additional rate hikes at hearings to be held later this year.
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