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1.0 Background

On February 3, 2003, The Public Uilities Board (“the
Board”) issued Order 7/03 with respect to a filing by
Mani t oba Hydro (“Hydro”) which provided an information
update on financial results, forecasts, nethodol ogies,
processes and other nmatters relating to sales rates charged
by Hydro. Oder 7/03 included a requirenent for Hydro to
file a revised Schedul e of Rates to be effective April 1,
2003, as well as other studies and reports.

On March 19, 2003, Hydro filed an application with the Board
pursuant to subsection 44(3) of The Public Uilities Board
Act, to review and vary certain directives contained in
Order 7/03. On March 31, 2003, the Board issued O der 51/03
whi ch deferred the operation and inplenmentation of the
Board's directives in Oder 7/03 until a further Oder of

t he Board.

On Cctober 31, 2003, the Board issued Order No. 154/03 which
set out the Board s decisions with respect to the
application by Hydro to vary Board Order 7/03. Directive 2
(c) of Order 154/03 required Hydro to i mediately file for
Board approval a revised schedule of rates pursuant to
Directive 3(a), 3( b) , and 3(c) of Oder 7/03, to be
effective April 1, 2003, including a proposed nethod of

i mpl ement ati on.

In Order 154/03, the Board recogni zed that because of the
passage of tinme and Hydro’s current regul atory agenda, sone
of the dates requested by Hydro in their application to
vary Order 7/03 to file certain studies and reports with the
Board may no | onger be achievable. The Board therefore
requested Hydro to recomend achi evable filing dates where
necessary.

2.0 Hydro' s Response to Order 154/03

By letter dated Decenber 2, 2003, Hydro filed a docunent
entitled “Application for new General Service Rates
effective April 1, 2003 flowing from Board O der 154/03",
attached as Appendix 1 to this Oder. Appendix 1 includes
background i nformation, financial inplications, proposed
rates, justification, proposed nethod of inplenentation,
proof of revenue and bill conparisons.



3.0 Intervenor Responses

3.1 The Manitoba Industrial Power Users Goup (“MPUG)

By letter to the Board dated Decenber 11, 2003, M PUG
objected to Hydro’s proposal to inplenment the 2% rate
decrease to Ceneral Service (“GS’) Large greater than 100kv
custoners by reducing the demand charge with no adj ust nent
to the energy charge. M PUG expressed concern that applying
the rate adjustnent solely to the demand portion of the rate
wWill result in an uneven distribution of benefits anong
custoners, reward customers with |lower |oad factors and wll
not provide satisfactory revenue inpacts under all potenti al
class |l oad profiles.

M PUG di d not comrent on Hydro's proposed nethod to

i npl enment the rate changes, and took no position on Hydro’s
request to anmend the filing dates of certain reports and
studies identified in Orders 7/03 and 154/ 03.

3.2 Time to Respect Earth’'s Ecosystens |Inc./Resource
Conservation Manitoba (“TREE RCM)

By letter dated Decenber 21, 2003, TREE/ RCM provi ded
comments on M PUG s opposition to the proposed rate

adj ustnment. TREE/ RCM noted Hydro’ s evidence that energy is
under priced relative to demand on a | ong-term i nbedded
costs basis, and that Hydro's proposal to | eave the tai

bl ock energy rates intact does consider efficiency and
conservation issues, while MPUG s counterproposal of a 2%
reduction in both demand and energy does not. TREE/ RCM
recommended that M PUG s obj ection and count er proposal
shoul d be rejected.

TREE/ RCM di d not conment on Hydro' s proposed net hod of

I npl enmenting the rate changes, or Hydro’'s request to amend
the filing dates of certain reports and studies identified
in Orders 7/03 and 154/ 03.

4.0 Hydro' s Response to M PUG

By letter dated Decenber 18, 2003, Hydro responded to the
concerns expressed by MPUG in their letter of Decenber 11,
2003. Hydro stated that an even distribution of rate
reduction benefits anong custoners in the GS Large greater
t han 30kv custoner classes is not necessarily a fair
distribution when the relative costs of energy and capacity
are considered. In addition, stability of results relative
to forecast variability is a risk with any forecast, and



shoul d not be a material consideration in the eval uati on of
t he proposed rates.

Hydro stated that the current cost environnent strongly
supports Hydro’s proposal to inplenent the rate changes
directed by the Board through a reduction in the demand
charge only, because on an enbedded cost basis, the extent
to which the demand rate exceeds the related cost is
significantly higher than the extent to which the energy
rate exceeds the enbedded cost.

5.0 Board Findings

The Board has considered the positions put forward by each
of the parties regarding the proposed rate changes and

i npl enentation, and agrees with Hydro that the current cost
environment strongly supports Hydro' s proposal to inplenent
the rate changes through a reduction in the demand charge
only. The Board will therefore approve the revised rates as
proposed by Hydro, as well as the nmethod of inplenentation
proposed by Hydro. In nost cases, rate changes will result
in reduced billing rates effective January 1, 2004, and a
one tine rate adjustnent retroactive to April 1, 2003, which
one-tinme credit will be applied to each custoner’s account
prior to March 31, 2004.

The Board will al so approve the revised filing dates for
certain reports and studies as requested by Hydro in their
letter to the Board dated Decenber 2, 2003.

I T 1S THEREFORE ORDERED THAT:

1. The CGeneral Service Rates to be effective April 1, 2003,
flowing fromBoard Order 154/03, as set out in Appendix 1
to this Oder, as well as the proposed nethod of
I npl enment ati on, BE AND | S HEREBY APPROVED.

2. Hydro’s request to extend to June 30, 2004 the filing
date of the study on reducing the winter ratchet to 70%
the inpacts of the possible elimnation of the w nter
ratchet, the neasures to mtigate the inpacts of the
possible elimnation of the wnter ratchet and the
capital expenditures that would be required to enhance
the distribution system should the w nter ratchet be
el im nated, BE AND | S HEREBY APPROVED

3. Hydro’s request to extend to June 30, 2004 the filing
date of the report that considers the initial and current
pur poses of the Limted Use Billing Demand Program and



whet her such purposes have been achieved, possible
revisions to inprove the program and inpacts of
elimnation of the program BE AND | S HEREBY APPROVED.

4. Hydro's request to extend to February 29, 2004 the filing
date of the report on the inpact of decreasing the demand
charge and increasing the tail block of the energy
charge, BE AND | S HEREBY APPROVED

5. Hydro’s request to extend to February 29, 2004 the filing
date of the report on the review of generation cost
classification nethodology options, BE AND |S HEREBY
APPROVED.

6. Hydro's request to extend to April 30, 2004 the report on
various options for allocation of net export revenue, BE
AND | S HEREBY APPROVED.

7. Hydro's request to extend to June 30, 2004 the filing of
a report on the review of creation of an export class or
cl asses, BE AND | S HEREBY APPROVED.
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