MANTITOTBA Order No. 66/06
THE PUBLIC UTILITIES BOARD ACT
MANITOBA HYDRO ACT

THE CROWN CORPORATIONS PUBLIC
REVIEW AND ACCOUNTABILITY ACT

N N N N N N N N

May 3, 2006

BEFORE: Graham F. J. Lane, C.A., Chairman
M. Girouard, C.G.A., Member

APPLICATION BY MANITOBA HYDRO FOR AN INTERIM
EX PARTE ORDER APPROVING SURPLUS ENERGY
PROGRAM RATES, SCHEDULE SEP-1
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Introduction

By Order No. 90/00, The Public Utilities Board (Board) approved
an application by Manitoba Hydro (MH) for a Surplus Energy
Program (Program). A process was established providing for

weekly Program rates to be published through a “Schedule SEP-1".

Pursuant to the Program and now longstanding practice:

a) on May 2, 2006, MH filed an application for Interim Ex
Parte approval of a revised Schedule SEP-1 (attached); and

b) by this Order, the Board approves MH's application.

Background

The Program 1is a mechanism by which MH prices sales of
electricity generated in excess of its immediate requirements.
Average spot market prices are determined weekly using

methodology previously approved by the Board.

The Program’s objective is to provide access to electricity to
Manitoba’s larger commercial firms on an interruptible basis,
with prices to be established similar to those offered to MH's
“opportunity” export sales customers. The Program particularly
benefits customers able to take advantage of lower price

delivery periods.

Customers accept or decline electricity delivery at the prices

made available. Customers are expected to and are responsible
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for meeting the risk of service interruption with Dback-up

facilities.

Program revenues result from sales at the prices established.
Costs are allocated by MH; the Program is expected to break even

on an annual basis.

Attached Appendix “A” depicts the wvariability of average spot
market prices over the last four years, including the current
year, with the average being determined using a Board approved
methodology. Appendices “B”, “C” and "“D” report Program energy
prices for medium general service as have been established for

Peak, Shoulder and Off-Peak hours, over the same time period.

The peak time represents high demand hours, Monday to Friday,
which wvary between summer and winter. Off-peak is the night-
time period between 11 p.m. and 7 a.m. Shoulder time represents

the remaining daily hours.

Peak and shoulder prices rose sharply during July, 2005.

° With the existence of the Ontario market and the
implementation of revised ©practices by the Midwest
Independent Transmission System Operator (MISO) in April
2005, MH can now offer 100% of its surplus energy to these
surrounding markets. In effect, MH has expanded its
customer base to include Ontario and the entire MISO
footprint. The MISO standard market gives MH the ability
to offer all surplus energy to the market without

transacting with specific counterparties. As no excess
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capacity remains 1in the MH system during the peak and

shoulder hours, SEP customers pay market rates.

Furthermore, July 1is a month where load and subsequent
energy demand are at their peak. July 2005 regional
temperatures were significantly above average. Increases
in load resulted in increased demand for energy, which in
turn, caused energy prices to climb in the marketplace
during this period.

Finally, gas prices in the summer of 2005, on average were
significantly higher than those experienced in the summer
of 2004. This upward trend was continued due to hurricane
Katrina which took some natural gas production out of
service. The increase 1in gas prices causes an increase in
power prices in peaking months with more gas fired

generation at the margin during these periods

November showed an increase in off-peak rates compared to

previous months.

From June to October, MH experienced extremely high water
conditions and was unable to export all surplus energy to
the market due to transmission constraints within
neighboring markets and low Manitoba load in the off-peak

period.

In the Dbeginning of November 2005, MH’s off-peak 1load
increased and transmission constraints 1in the markets
alleviated. The change 1in conditions resulted in an
increase in export activity such that no surplus energy was
available causing SEP customers to be charged market

prices.
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e November is typically wused by market participants

perform maintenance on their generation units. Many base

load generators in the market are off-line for repair

during this period. When base load generators are out of

service, the demand must be meet by more expensive (gas-

fired) generation which causes increases 1in the off-peak

market prices.

Rates for the week of April 3 to 9, 2006 were notably lower than

normal. Planned transmission outages in the United States

resulted in MH having to reduce both its generation and transfer

capability to the U.S. during that period, severely limiting its

firm exports and reducing its opportunity exports to zero fro
all three categories. The resulting prices reflected MH’s
operating costs for hydraulic generation, and the resultant
marginal opportunity cost of generation. Such outages are
unusual, and not expected to recur except in unusual

circumstances.

Since its inception, the Program has sold over 22,000 GW hours
per year of electricity to MH’s medium and large customers, at
“wholesale” market prices. Over the four-year period November
1, 2001 to October 31, 2005, MH reports Program Net Income of
$215,319 ($53,830/year) .

Board Findings

MH having made its latest Program sales prices application in

accordance with agreed-upon practice, and the Program continuing
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to have value to a component of MH’s customer base, the Board

finds revised Schedule SEP -1 acceptable.

IT IS THEREFORE ORDERED THAT:

1. Manitoba Hydro’s application for approval of revised
Schedule SEP-1, as attached, to be in effect from Monday,
May 8, 2006 to May 14, 2006, BE AND IS HEREBY APPROVED on

an Interim Ex Parte basis.
2. This Interim Ex Parte Order shall be in full force and

effect until confirmed or varied by a further Order of the

Board following a public hearing.

THE PUBLIC UTILITIES BOARD

“GRAHAM F. J. LANE, C.A."
Chairman

"G. GAUDREAU, CMA”
Secretary

Certified a true copy of Order No.
66/06 issued by The Public
Utilities Board

Secretary



The estimaled average spol market rale is 534197

The expectad source(s) of spot market energy is (are): export

SCHEDULE SEP-1

SURPLUS ENERGY PROGRAM RATES

May 8, 2006 ta May 14, 2006

riff Ho. 50-19 General Service Madium

Peak Hours Shoulder Hours
Dislribulion Charge D.620 0.620
Energy Charge 5.850 4,608
Tariff Mo. 50-20 General Service La ing 30 kV

Peak Hours Shoulder Hours
Digtribution Charge 0.330 0.330
Energy Charge 5772 4,547
Tariff Wo. 50-21 General Servica Large 3 Ing 100 kW

Peak Hours Shoulder Hows
Distribution Charge 0.140 0. 1440
Energy Charge 5.633 4.438
Tariff No. 50-22 General Service Large ex 1 v

Peak Hours Shoulder Howrs
Distribution Charge 0.060 0060
Enargy Charge 5.550 4372

per MWh. Maniloba Hydro warranis that
the Spot Market Rate has been calculatad using approved Public Liilities Board methoedology.

Off Peak Hours
0.620
0.700

OHif Peak Howrs
0.330
0.6a1

Oif Peak Hours
0140
0674

Off Peak Hours
0.060
664

STMACOTT )
WYYV

cents/kWh
cents/kWh

cents/kWh
cantskKWh

cenis/kWh
cenla/k¥h

cents/kWh
cenlskWh

May 1 to October 31

Peak Hours Monday - Friday *
12:01 - 20:00 Hours

Shoulder Hours Monday - Sunday **
7:01 - 23:00 Hours.

Off Peak Hours Maonday - Sunday

23:01 - 7:00 Hours

* excluding siatulory holidays
** axcluding peak hours

Hovember 1 to April 30
Idonday - Friday *
7:01-11:00 and 16:01-20:00 Hours
Monday - Sunday **

701 - 23:00
Monday - Sunday
2301 - 00 Howrs

The Basic Monthly Charge is $50.00 per manth for SEP customers wilh tolal loads less than or equal to 1000 kWA,

Thi Basic Monthly Charge is $100.00 per month for SEP custamers with total loads greater than 1000 KVA

Manitoba Hydro
hay 2, 2006
5/2/2006 21:38




APPENDIX "A"
Estimated Average Spot Market Rate
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APPENDIX "B"
PUB Approved Weekly PEAK SEP Rates
(General Service Medium)
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APPENDIX "C"
PUB Approved Weekly SHOULDER SEP Rates
(General Service Medium)
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APPENDIX "D"
PUB Approved Weekly OFF-PEAK SEP Rates
(General Service Medium)
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