[image: image1.png]ooooooooooooo




Wednesday, March 24th, 2004 

FOCUS Section:

PUB's Role Vital To Ratepayers
It's time to get on with Hydro's Wuskwatim project
By Bill Turner

AS the Clean Environment Commission reviews the proposal from Manitoba Hydro and Nisichawayasihk Cree Nation (NCN) to build the new Wuskwatim Generating Station, the applicants are being subjected to an unprecedented level of scrutiny. 

However, a good deal of the focus to date seems to ignore the key point -- that it is time to get on with building a good project and ensuring that the benefits arise for Manitobans. 

The Manitoba Industrial Power Users Group (MIPUG), an association of the largest power users in Manitoba, considers that the project is likely to provide benefits to Manitoba, to NCN and Hydro as co-proponents, and to Manitoba electrical ratepayers. 

There are no guarantees, but so long as a few key principles are followed, the project appears to be a good investment. 

For Manitoba, the project will be a major construction effort consisting of significant employment and training opportunities for Manitoba workers, investment in developing Manitoba resources, as well as a source of tax revenues for the provincial government. 

Builds on success 

The project will provide Manitoba with a clean, reliable and relatively low-cost source of power that builds on the success to date in these areas. 

For Manitoba Hydro and NCN, the project represents an excellent opportunity to demonstrate a new approach to constructing projects in the north. It is clear that a modern way of doing business requires increased attention to the local benefits that arise from a project. 

The proposed partnership between Hydro and NCN to build Wuskwatim represents a major change from the way Hydro operated in the past, but from MIPUG's point of view, the template for this partnership seems sound for this size and type of project. 

If the Wuskwatim project is well-managed, built on time and on budget, and is profitable, there will be benefits for Manitobans to share. To date, we know that the provincial government will share in these benefits from the water rental charges and other fees levied on the project. We also expect that the proponents will profit from the investment they make in the project. 

The part of the puzzle that is not as clear is whether there will be benefits to Hydro's ratepayers. For this to occur, it is not enough for the project to be successful and profitable, but also for Hydro's rates to be assessed and adjusted to pass through these benefits. 

Manitoba's electrical rates are regulated today by the Public Utilities Board (PUB). Manitoba Hydro must apply to the PUB whenever it wants to increase its rates, and must justify why there is a need for an increase. 

In assessing the application, the PUB will consider, among other things, Hydro's success at managing its capital spending. 

In this way, continued regulation of Hydro's rates by the PUB will provide Manitoba ratepayers with the ongoing assurance that the Wuskwatim project is being well managed, and provide protection against the alternative. 

To ensure the benefits of the Wuskwatim project are passed through to ratepayers, there is a continuing need for the PUB to fully regulate Manitoba Hydro's rates. There has been a long history before the PUB of establishing credible and fair approaches to allocating costs and benefits, and we have confidence that it can continue to play this role into the future. 

Though MIPUG does not agree with every decision made by the PUB, we believe that a transparent, rigorous, objective and consistent approach to electricity rate setting by a quasi-judicial body independent from government benefits all ratepayers in the province. 

There have been signs that, in the evolution of provincial policy, the PUB's role as Hydro's regulator may be falling out of favour with the current government. In MIPUG's view this would be an unwise change. It would undermine the confidence that Manitobans can have in fair and affordable electrical rates, and undermine the confidence that we should all have that the Wuskwatim project will, in the end, provide benefits to ratepayers. 

Wuskwatim seems to be a sensible project for Hydro to undertake, and MIPUG encourages this type of local investment and development of Manitoba resources. It is consistent with the approach taken by our members, who have each made their own substantial long-term commitment to this province. 

The long-term assurance we require that ratepayers will benefit from Wuskwatim hinges on continued PUB regulation of Hydro's rates. This confidence is key to our members' ability to support the project, and to operate and grow in Manitoba.

Bill Turner is chairman of the Manitoba Industrial Power Users Group.
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