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Financial Evaluation Methodologygy

• Analysis focuses on:
– Comparative impact on future customer rates, and

– Manitoba Hydro’s comparative exposure to financial risk 
f th i d l t lof the various development plans

• Projected pro forma financial statements prepared 
for each development plan and scenario startingfor each development plan and scenario starting 
from IFF12

• Evaluates development plans over a 50‐year studyEvaluates development plans over a 50 year study 
period 
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Development Plans Studied
( di )(Appendix 11.4)

Pathway Interconnection

Development Plan 

Short Name

Pathway 1
No New Interconnection

1 All Gas

7 Gas/C26

Pathway 2 2  K22/Gas 

Pathway 3 250 MW Interconnection
4 K19/Gas/250

Pathway 3 250 MW Interconnection
13 K19/C25/250

Pathway 4

750 MW Interconnection

12 K19/C31/750

6 K19/Gas/750

Pathway 5 14    K19/C25/750

• Projected pro forma financial statements were 
developed for each of the 27 scenarios under the 8

Preferred Plan

developed for each of the 27 scenarios under the 8 
development plans listed above, resulting in 216 
distinct sets of pro forma financial statements
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Revisions to Appendix 11.4
C h fl t t t I ti A ti iti Si ki F d P tCash flow statements – Investing Activities – Sinking Fund Payments

Filed August 16, 2013:g ,

Filed September 4, 2013:
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Approach to Comparative Rate Analysis
• Manitoba Hydro has a long‐standing strategy of gradualism 
in its approach to developing rate proposals

• Given that a timely return to the targeted 75:25 
debt:equity ratio is prudent, similar to the IFF approach, 
h fi i l l i l ithe financial analysis assumes even‐annual rate increases 
in order to achieve the targeted debt:equity ratio by the 
end of 2031/32end of 2031/32

• Once the debt:equity target is reached, the projected 
comparative annual rates for the remainder of the 50‐yearcomparative annual rates for the remainder of the 50 year 
financial forecast period utilize the corporation’s interest 
coverage ratio target of 1.20
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Financial Evaluation Methodologygy
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Financial Evaluation Methodologygy
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Financial Evaluation Methodologygy
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Reference Scenario’s key metricsy
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Drought Risk ‐ Development Plans Studied

Pathway Interconnection

Development Plan 

Short Name

Pathway 1
No New Interconnection

1 All Gas

7 Gas/C26

Pathway 2 2 K22/Gas

Pathway 3 250 MW Interconnection
4 K19/Gas/250

13 K19/C25/250

Pathway 4
12 K19/C31/750

• Analysis was provided for 3 development plans under all 27 

Pathway 4

750 MW Interconnection
6 K19/Gas/750

Pathway 5 14 K19/C25/750

Preferred Plan

y p p p
scenarios for five‐year droughts beginning in:
1. 2014/15 – During construction of Keeyask

2 2021/22 Aff ti l f K k d d i th2. 2021/22 – Affecting early revenues from Keeyask and during the 
construction of Conawapa

3. 2027/28 – Affecting early revenues from Conawapa
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4. 2032/33 – Beyond early revenues from Conawapa



Primary Financial Evaluation Conclusions
Future Customer RatesFuture Customer Rates

• Rate increases are required for all evaluated alternatives

• In the long term, development plans with Keeyask & 
Conawapa are projected to have the lowest cumulative 
t irate increases

• In the medium term, the capital intensive plans are 
projected to have cumulative rate increases that areprojected to have cumulative rate increases that are 
generally higher than other alternatives

• The Preferred Development Plan is projected to have the• The Preferred Development Plan is projected to have the 
lowest overall rates to Manitoba customers in the long 
term
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Primary Financial Evaluation Conclusions
Financial RiskFinancial Risk

• In the long term, development plans that include Keeyask 
and Conawapa have the strongest projected balance sheetp g p j

• Net debt levels converge towards the end of the study 
period for all development plansp p p

• In the medium term, while net debt levels are the highest 
with development plans that include both Keeyask and 
Conawapa, they also have the highest fixed assets and 
retained earnings

• Development plans with both Keeyask and Conawapa are 
more robust in their ability to absorb adverse financial 
i t
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Thank you
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