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MANITOBA HYDRO SEEKS FIVE-YEAR 46 PERCENT RATE INCREASE – 

LESSONS FOR BRITISH COLUMBIA? 

 

After months of review by the new Conservative government, Manitoba Hydro 

recently asked its regulator to approve a 7.9% rate increase for 2017 and 2018, and 

expects to request the same increase for the next three years.1 The cumulative 

increase of some 46% is still less than what would have been required to meet the 

corporation’s 75/25 net debt to equity target by 2022. 

Crown services minister Ron Schuler, who had previously said that the publicly 

owned power utility was bankrupt, blamed the previous NDP government (which 

was in power for 17 years until defeated in April 2016), for the large rate increases:  

"Hydro’s proposed 7.9 per cent rate increase is a direct result of the 

previous NDP government’s mismanagement of what was once 

Manitoba’s crown jewel," Schuler said. "It is no secret that Manitoba 

Hydro is facing serious financial problems as a result of 17 years of 

politically motivated decisions by the previous NDP government." 2 

There are many parallels between the financial situation of the public 

power utility that confronted the newly elected government in Manitoba, 

and the situation in this province with respect to BC Hydro, including the 

characterization of the power utility as the crown jewel  of the province’s 

public corporations. 

 

GAMBLING ON GREEN POWER 

In the 2000’s the government of Manitoba, anticipating a growing US 

market for “green” hydroelectricity, authorized Manitoba Hydro to 

proceed with three major capital projects. The Bipole III transmission 

                                                      
1 For various articles on Manitoba Hydro see http://www.bipoleiiicoalition.ca/News/Index.html  
2 http://www.winnipegfreepress.com/local/manitoba-hydro-seeks-8-hike-in-rates-every-year-for-next-5-years-

421482283.html  

http://www.bipoleiiicoalition.ca/News/Index.html
http://www.winnipegfreepress.com/local/manitoba-hydro-seeks-8-hike-in-rates-every-year-for-next-5-years-421482283.html
http://www.winnipegfreepress.com/local/manitoba-hydro-seeks-8-hike-in-rates-every-year-for-next-5-years-421482283.html
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line would carry electricity from the north to the southern population 

centres, and into the US market.  

The Keeysak and Conawapa projects would expand the generating 

capacity, with most of the new power destined for the American market.  

Lower than anticipated domestic demand, combined with relatively cheap 

natural gas generated electricity in the American mid-west, reduced the 

demand for hydroelectricity. The $4.6 billion Bipole III transmission 

project will add to the province’s transmission reliability, but the full 

benefit of additional transmission capacity to the US markets is now 

doubtful. The Conawapa project was deferred as lower electricity demand 

projections developed, but the previous government pressed ahead with 

the $6.5 billion Keeyask power generation project. 

The two projects, combined with other capital refurbishment projects, are 

expected to increase Manitoba Hydro’s debt from $17.1 billion in 

2015/16 to up to $25 billion by 2020/21.  

The gamble to sell additional hydro power to an American market seems 

to have failed, leaving Manitoba ratepayers to keep the Crown power 

utility solvent through large rate increases over the next five years. As 

one critic of the Bipole III commented: 

We have a flattening domestic demand and a U.S. export market that is 

willing to pay an average of only four cents per KWh for energy from 

an expansion which, if amortized over a reasonable period of time, 

costs about 10 cents in the north or 14 cents once transmitted to the 

south. 

We justify selling that energy at an average of four cents and, on some 

days, at a little over one cent, on the basis that, if we didn’t, the 

expansion still has to be paid for and the incremental cost in producing 

it is small, less than one cent. We say that we would get no revenue if 

we just let the water run over the spillway so better to get some 

revenue than none at all.3 

When the Conservative government took office, it replaced the board of 

directors of Manitoba Hydro, which in turn engaged the Boston 

Consulting Group to review the corporation’s financial, operating and 

                                                      
3 Winnipeg Free Press, May 26, 2017; reprinted in http://www.bipoleiiicoalition.ca/News/Index.html  

http://www.bipoleiiicoalition.ca/News/Index.html
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capital plans. In a September report, the consultant stated that although 

the decision to proceed with the $6.5 billion Keeyask project had been 

imprudent, the best approach was to proceed with Keeyask and the 

Bipole III transmission project.  

The new board ordered major staffing reductions and other cost saving 

measures, and approached the government for a major cash injection. The 

government rejected the bail-out, leaving the board no option except to 

seek approval of major rate increases. 

Reducing the rapid increase in Manitoba Hydro’s debt was considered a 

priority, as it was likely that the prov ince’s credit rating would be down-

graded in the absence of additional equity. 4 

 

LESSONS FOR BRITISH COLUMBIA 

In many respects, the finances at BC Hydro are significantly worse than those of 

Manitoba Hydro. The government has been directly suppressing the annual rate 

increases since 2012, and resorting to an excessive use of deferral/regulatory 

accounts to inflate the net income and the equity. These practices, combined with 

an annual capital expenditures in excess of $2.0 billion, have resulted in a $5.2 

billion (40%) increase in the net debt from 2012 to 2016.5 

BC Hydro, like Manitoba Hydro, has a large unfunded pension liability, but the 

Manitoba utility does not defer this liability in a regulatory account. BC Hydro has 

far more deferral/regulatory accounts than Manitoba Hydro. In 2015/16, the net 

assets in the regulatory accounts represented some 130% of BC Hydro’s equity, 

but the net regulatory assets comprised only 19% of Manitoba Hydro’s equity. 

BC Hydro is some two years into the $8.8 billion Site C dam project, which will 

produce some 5,100 GWh of additional electricity. Yet domestic demand has been 

relatively flat for a decade, and the export price of surplus power is far below the 

average cost of production from the contracted independent power producers. 

                                                      
4 

https://www.hydro.mb.ca/regulatory_affairs/pdf/electric/general_rate_application_2017/04.4_appendix_4.4_credit_r

ating_agency_reports.pdf  
5 https://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/accountability-

reports/financial-reports/annual-reports/bchydro-2015-16-annual-service-plan-report.pdf , p. 99. 

https://www.hydro.mb.ca/regulatory_affairs/pdf/electric/general_rate_application_2017/04.4_appendix_4.4_credit_rating_agency_reports.pdf
https://www.hydro.mb.ca/regulatory_affairs/pdf/electric/general_rate_application_2017/04.4_appendix_4.4_credit_rating_agency_reports.pdf
https://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/accountability-reports/financial-reports/annual-reports/bchydro-2015-16-annual-service-plan-report.pdf
https://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/accountability-reports/financial-reports/annual-reports/bchydro-2015-16-annual-service-plan-report.pdf
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The government’s 2014, 10-year financing plan (updated in 2016) relies on the 

recording of unbilled revenue to inflate the net income, while distorting the true 

representation of the financial condition of the public power utility.6  

As a Crown corporation, BC Hydro benefits through lower borrowing costs, but its 

growing debt is a concern to the credit rating agencies.7 The larger the debt grows 

the greater is the risk to the province’s high credit rating. 

Yet, in its July 2016 three-year rates plan, BC Hydro has been limited to rate 

increases well below the cost of service for 2016 to 2018, and it has advised that 

average increases of only 2.6% will be required from 2019 to 2013. This level of 

increase is well below the 28% ($1.2 billion) revenue loss resulting from a four-

year rate freeze, as estimated by the Liberal Party during the recent election.8 

It seems clear that if the New Democratic Party becomes government in the next 

few weeks it will replace the BC Hydro board, and require a thorough review of 

the corporations’ finances and capital plans. This review will likely conclude that 

the current 10-year rate plan is not sustainable, and significant cost reductions and 

revenue enhancements will be required.  

One hopes that the review will also recommend that BC Hydro reduce its 

dependence on deferral/regulatory accounts and other aggressive accounting 

measures, as it returns to a healthy financial condition.   

 

© Richard McCandless  June 2, 2017.  http://www.bcpolicyperspectives.com/ 

 

The writer is a retired senior BC government public servant whose paper describing the BC government’s 

manipulation of the finances of BC Hydro from 2008 to 2014 was published by BC Studies in November 

2016. BC Studies published his paper on the 40-year financial history of ICBC in 2013. He has been an 

intervener in the BC Utilities Commission’s recent reviews of ICBC’s rate requests, and is an intervener 

in the Commission’s current reviews of ICBC and BC Hydro rate requests.   

 

                                                      
6 http://www.bcpolicyperspectives.com/media/attachments/view/doc/occasional_paper_no_25_12_march_2017/pdf  
7 http://vancouversun.com/news/politics/b-c-s-credit-rating-at-risk-as-hydros-debt-grows  
8 http://www.bcpolicyperspectives.com/media/attachments/view/doc/fact_check_bc_hydro_20_april_2017/pdf  

http://www.bcpolicyperspectives.com/
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