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Hydro

ELECTRIC GENERAL RATE APPLICATION 2015

Manitoba Hydro Undertaking #77

Manitoba Hydro to update response PUB/MH 11-21b, to assume that the deferral
account is recovered not over a ten (10) year period, but over the remaining service life
of the assets and to provide what the balance of the deferral account would be after the
forty (40) year period.

Response:

The following provides a scenario assuming a reduction in depreciation from the continued
use of CGAAP ASL in conjunction with the amortization for a new regulatory deferral
account over a 40 year amortization period. Based on this assumption, and in consideration
of the projected net losses from 2019 through to 2026, Manitoba Hydro would continue to
request a rate increase of 3.95% so as to ensure the utility’s financial position is strong
enough to absorb future financial risk and avoid volatility in customer rates in the future.

Under this scenario, customer rate increases are projected at 3.82% annually from 2018
through to 2031 and 2.0% thereafter in order to achieve a 25% equity ratio by 2034. The
balance in the rate regulated deferral account at the end of the 20 year forecast period
assuming a 40 year amortization grows to approximately $1 billion.

Please see attachment 1 to this response for the projected financial statements associated with
this scenario. A summary of the results is as follows:
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Hydro
(in millions)
Account March
31,2034
Retained Eamings (MH14) 5 557
Depreciation expense reduction — continue with
CGAAP ASL (no net salvage) 1238
Depreciation expense increase — amortization of
Deferral Account (40 year amortization period) (291)
Reduction in customer rate revenue via 3.82% increases
(514)
Increase in Finance expense for higher debt levels (200)
Increase in Capital taxes for higher debt levels 47
Reversal of the 2015 Retained Earnings adjustment for
the change to ELG depreciation 33
Ending Retained Earnings 5776
Net change in Retained Eamings 218
March
31,2034
|Rate Regulated Deferral Balance 40 year Amortization 980

June 12, 2015
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For the year ended March 31

REVENUES

General Consumers
at approved rates
additional*
BPIIl Reserve Account
Extraprovincial
Other

EXPENSES

Operating and Administrative
Finance Expense

Depreciation and Amortization
Water Rentals and Assessments
Fuel and Power Purchased
Capital and Other Taxes
Corporate Allocation

Other Expenses

Non-controlling Interest

Net Income

* Additional General Consumers Revenue

Percent Increase
Cumulative Percent Increase

Financial Ratios

Equity
Interest Coverage
Capital Coverage

June 12, 2015

ELECTRIC OPERATIONS (PUB_MH_II_21b_CGAAP ASL with No Salvage - 40 yr amort)
PROJECTED OPERATING STATEMENT
(In Millions of Dollars)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
1437 1454 1460 1483 1490 1501 1506 1513 1525 1538
0 57 118 181 245 314 384 459 538 622
(30) (32) (34) (36) (11) 0 0 0 0 0
409 434 450 457 479 514 817 943 959 987
15 14 14 14 15 15 15 15 16 16
1831 1928 2008 2099 2218 2344 2722 2931 3038 3163
486 542 552 557 571 585 601 607 619 631
495 510 548 581 752 888 1195 1327 1336 1354
405 367 387 408 478 475 557 609 680 696
124 123 112 112 112 114 124 127 132 132
134 130 191 202 207 205 234 263 257 267
99 107 121 135 144 145 146 152 152 163

9 8 8 8 8 8 8 8 8 8

2 2 2 2 2 3 3 3 3 3
1754 1790 1921 2007 2275 2424 2868 3096 3187 3255
25 12 8 7 5 4 10 0 @) )
102 149 94 98 (52) (76) (136) (164) (150) (95)
000%  395%  395%  3.82%  3.82%  3.82%  3.82%  3.82%  3.82%  3.82%
000%  3.95%  806% 1218% 16.46% 20.90% 2552%  30.30% 3528%  40.44%
22% 18% 17% 16% 15% 14% 13% 12% 11% 11%
1.16 1.21 111 1.10 0.95 0.94 0.90 0.88 0.89 0.93
0.98 1.02 0.94 1.09 0.87 0.79 0.80 0.91 1.05 1.18
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For the year ended March 31

REVENUES

General Consumers
at approved rates
additional*
BPIIl Reserve Account
Extraprovincial
Other

EXPENSES

Operating and Administrative
Finance Expense

Depreciation and Amortization
Water Rentals and Assessments
Fuel and Power Purchased
Capital and Other Taxes
Corporate Allocation

Other Expenses

Non-controlling Interest

Net Income

* Additional General Consumers Revenue

Percent Increase
Cumulative Percent Increase

Financial Ratios

Equity
Interest Coverage
Capital Coverage

June 12, 2015

ELECTRIC OPERATIONS (PUB_MH_II_21b_CGAAP ASL with No Salvage - 40 yr amort)
PROJECTED OPERATING STATEMENT
(In Millions of Dollars)

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
1551 1565 1580 1593 1607 1624 1641 1659 1677 1696
710 804 902 1006 1115 1231 1354 1429 1508 1589
0 0 0 0 0 0 0 0 0 0
996 928 944 921 920 927 911 901 883 884
16 17 17 18 18 18 19 19 19 20
3274 3315 3443 3538 3 660 3800 3925 4008 4087 4188
644 657 669 683 697 706 719 733 748 763
1357 1356 1346 1349 1337 1320 1288 1225 1192 1151
713 726 738 751 759 768 780 791 806 823
133 132 133 133 134 134 135 135 136 137
278 275 283 283 291 302 307 317 320 333
164 166 167 168 170 171 172 174 177 179
8 8 8 8 8 6 5 6 5 5
3 2 2 2 2 2 3 3 3 3
3299 3322 3347 3378 3397 3410 3409 3384 3388 3393
®) @ (©) ®) (6) (10) (12) (15) (17 (19)
(30) (9) 93 155 256 380 504 609 682 776
3.82% 3.82% 3.82% 3.82% 3.82% 3.82% 3.82% 2.00% 2.00% 2.00%
4580% 51.36% 57.13% 63.13% 69.35%  75.81% 82.52% 86.17% 89.90%  93.69%
11% 11% 11% 12% 13% 15% 17% 19% 22% 25%
0.98 0.99 1.07 111 1.19 1.28 1.38 1.49 1.56 1.65
121 1.25 141 1.50 1.61 1.84 1.92 2.07 2.16 2.28
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ELECTRIC OPERATIONS (PUB_MH_II_21b_CGAAP ASL with No Salvage - 40 yr amort)
PROJECTED BALANCE SHEET
(In Millions of Dollars)

For the year ended March 31

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
ASSETS

Plant in Service 17 163 17912 19127 19988 24 957 28 333 33202 33846 34 478 35142
Accumulated Depreciation (5676) (6 012) (6 392) (6 795) (7 270) (7 798) (8 403) (9 055) (9721) (10401)
Net Plant in Service 11 487 11 900 12735 13193 17 687 20535 24 800 24791 24757 24741
Construction in Progress 3257 4932 6 755 8982 6 040 3939 169 185 241 263
Current and Other Assets 1798 1570 1822 2268 2295 2598 2728 2167 2238 2442
Goodwill and Intangible Assets 198 186 175 166 166 177 168 152 137 121
Regulated Assets 254 345 416 492 580 652 722 777 817 856

16 993 18 933 21 903 25101 26 769 27901 28 587 28 073 28 190 28 424

LIABILITIES AND EQUITY

Long-Term Debt 11 705 13808 16 681 18 689 21177 21906 22792 22 955 23450 23641
Current and Other Liabilities 2016 2151 2097 3073 2223 2672 2635 2152 1896 1996
Contributions in Aid of Construction 412 446 480 514 549 583 618 654 690 727
BPIIl Reserve Account 49 81 115 151 162 108 54 - - -

Retained Earnings 2717 2845 2939 3038 2986 2910 2774 2610 2460 2 365
Accumulated Other Comprehensive Income 94 (399) (409) (363) (328) (278) (287) (298) (305) (305)

16 993 18 933 21903 25101 26 769 27901 28 587 28 073 28190 28 424
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For the year ended March 31

ASSETS

Plant in Service
Accumulated Depreciation

Net Plant in Service

Construction in Progress
Current and Other Assets
Goodwill and Intangible Assets
Regulated Assets

LIABILITIES AND EQUITY

Long-Term Debt

Current and Other Liabilities

Contributions in Aid of Construction

BPIll Reserve Account

Retained Earnings

Accumulated Other Comprehensive Income

June 12, 2015

ELECTRIC OPERATIONS (PUB_MH_II_21b_CGAAP ASL with No Salvage - 40 yr amort)
PROJECTED BALANCE SHEET
(In Millions of Dollars)

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

35822 36544 37410 38124 38859 39555 40294 41050 41823 42952
(11096) (11807) (12532) (13274) (14030) (14800) (15585) (16384) (17200) (18031)

24725 24 737 24 878 24 849 24 828 24754 24710 24 666 24 623 24921

322 344 225 254 277 323 365 402 465 255
2388 2538 2790 3054 3304 3789 3561 4132 4712 5353
107 93 80 68 57 45 34 23 11 0)
886 919 952 986 1026 1072 1122 1176 1234 1291

28 428 28 630 28 924 29211 29493 29 984 29791 30 398 31 046 31819

23595 24198 24401 24543 24676 24149 24139 24143 24137 23781
2039 1609 1571 1523 1379 1979 1254 1210 1144 1457
764 802 839 876 914 952 990 1029 1069 1109
2334 2325 2417 2572 23828 3207 3711 4319 5001 5776
(304) (304) (304) (304) (304) (304) (304) (304) (304) (304)

28 428 28 630 28 924 29211 29493 29 984 29791 30398 31 046 31819
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For the year ended March 31

OPERATING ACTIVITIES
Cash Receipts from Customers
Cash Paid to Suppliers and Employees
Interest Paid
Interest Received

FINANCING ACTIVITIES
Proceeds from Long-Term Debt
Sinking Fund Withdrawals
Retirement of Long-Term Debt
Other

INVESTING ACTIVITIES

Property, Plant and Equipment, net of contributions

Sinking Fund Payment
Other

Net Increase (Decrease) in Cash
Cash at Beginning of Year
Cash at End of Year

June 12, 2015

ELECTRIC OPERATIONS (PUB_MH_II_21b_CGAAP ASL with No Salvage - 40 yr amort)
PROJECTED CASH FLOW STATEMENT
(In Millions of Dollars)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
1859 1958 2039 2132 2226 2342 2719 2928 3035 3160
(803)  (871)  (943)  (974) (1001)  (1016) (1070) (1100) (1125)  (1158)
(511) (514) (547) (593) (784) (928)  (1221) (1351) (1332)  (1346)
13 15 21 30 35 34 31 28 15 16
558 587 570 595 477 432 459 506 593 673
1953 2390 3190 3200 2790 1600 1590 600 760 580
110 21 - 7 448 204 294 716 165 27
(800) (312) (334) (330)  (1195) (315) (850) (718) (441) (290)
(45) (22) (20) (20) (30) (19) (101) (25) (41) (32)
1218 2077 2836 2857 2013 1470 933 573 443 285
(1900) (2518) (3134) (3244) (2253) (1550) (1010) (756) (698) (697)
(125) (202) (168) (243) (241) (245) (263) (358) (253) (259)
(21) (21) (21) (21) (21) (35) (30) (30) (30) (30)
(2046) (2742) (3323) (3508) (2516) (1830) (1302) (1144)  (981) (986
(270) (78) 84 (56) (26) 72 90 (66) 55 (29)
133 (137) (215  (131)  (187)  (213) (141 (52 (117 (63)
(137) (215 (131  (187)  (213) (141 (52  (117) (63) (91)
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ELECTRIC OPERATIONS (PUB_MH_II_21b_CGAAP ASL with No Salvage - 40 yr amort)
PROJECTED CASH FLOW STATEMENT
(In Millions of Dollars)

For the year ended March 31

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
OPERATING ACTIVITIES
Cash Receipts from Customers 3271 3312 3440 3535 3657 3797 3922 4005 4084 4185
Cash Paid to Suppliers and Employees (1182) (1192) (1214) (1228) (1251) (1273) (1 292) (1 318) (1 338) (1367)
Interest Paid (1 356) (1 359) (1363) (1 380) (1384) (1376) (1 366) (1 279) (1262) (1 236)
Interest Received 20 22 35 49 62 72 84 64 79 94
753 782 899 975 1084 1220 1348 1472 1562 1675
FINANCING ACTIVITIES
Proceeds from Long-Term Debt 390 580 190 190 180 170 (20) (20) (40) (30)
Sinking Fund Withdrawals 297 104 - - 60 100 700 13 30 -
Retirement of Long-Term Debt (402) (450) - - (60) (70) (700) 13) - 20
Other (31) (30) (29) (27) (25) (22) (21) (38) (37) (36)
254 204 161 163 155 178 (41) (58) (47) (46)
INVESTING ACTIVITIES
Property, Plant and Equipment, net of contributions (744) (751) (752) (745) (762) (748) (787) (800) (846) (928)
Sinking Fund Payment (272) (271) (280) (293) (306) (316) (325) (303) (314) (325)
Other (30) (31) (25) (26) (26) (26) (26) (26) (27) (27)
(1046) (1053) (1058) (1064) (1094) (1089) (1138) (1129) (1187) (1 280)
Net Increase (Decrease) in Cash (38) (67) 2 74 145 309 169 285 328 350
Cash at Beginning of Year (91) (130) (197) (195) (121) 24 334 503 788 1116
Cash at End of Year (130) (197) (195) (121) 24 334 503 788 1116 1466
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