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MANITOBA
THE PUBLIC UTILITIES BOARD ACT
THE MANITOBA HYDRO ACT

THE CROWN CORPORATIONS PUBLIC
REVIEW AND ACCOUNTABILITY ACT

Before: G. Lane C.A., Chair
R. Mayer Q.C., Vice-Chair
L. Evans, Member

Board Order 101/04

July 28, 2004

AN ORDER IN RESPECT OF AN APPLICATION
BY MANITOBA HYDRO FOR INCREASED RATES
WITH FURTHER DIRECTIVES AND REASONS TO FOLLOW
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basis, implications could range from higher bills for some customers to impacts on commercial

and industrial activities.

6.0 Board Findings

6.1 Revenue Requirement and General Rates

The Board accepts the CAC/MSOS comments with respect to arithmetical errors in MH’s
integrated financial forecast. Nonetheless, the Board accepts the overall forecast for net income
for 2004/05 and 2005/06 provided by MH as being reasonable, having been based on macro
assumptions. While the costs pointed out by CAC/MSOS may be over estimated, there may be
offsetting items in the IFF. As well, the Board is of the view that there is a need for MH to
rebuild retained earnings, particularly depressed as a result of the drought and required to meet

on-going risks.

The Board has reasonable confidence in MH’s efforts to project expenses. That being said, one
of the goals of the hearing process is to best ensure that such confidence in the Corporation’s

forecasting is also shared by the Intervenors.

The Board finds that a more detailed examination of MH’s cost experience and forecasts n
future rate hearings would be in the public interest. The Corporation is engaged in a number of
concurrent activities, projects and research initiatives, all requiring a substantial investment in

personnel and consultants.

Cognizant of the necessity for the Corporation to meet its challenges effectively, managing the

export activities being a prime example, the Board is reluctant, in fact unable on the record of
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this proceeding, to provide critical judgement on the appropriateness of the current and projected

departmental and functional personnel complement and cost levels.

The Board acknowledges that it is not alone in its oversight of the Corporation, and that its
jurisdiction is limited. Accordingly, the Board finds it necessary and reasonable to rely upon the
Corporation’s Board, the Government, and Crown Corporations Council with respect to

administrative oversight of MH’s operating and capital expenditures.

Nonetheless. noting the ongoing and substantial increases in MH's operating, maintenance and

administration expenses, and observing the continuing material negative differential between the

costs per customer between MH and BC Hydro (as reported during the hearing), a more detailed

examination of costs at future rate hearings represents a reasonable objective.

Rate Increases

On an overall basis, the Board finds the financial impact of the drought on MH to have been
extremely significant, and, combining this with other factors results in the requested rate

increases being insufficient.

Additional revenue is immediately required to begin the rebuilding of MH’s retained earnings,

towards the broadly accepted debt to equity ratio target of 75:25. The Board will expect MH to

maintain vigilance over its costs, so that the additional revenues contribute as they are intended

to move towards achieving the debt to equity target more quickly than suggested in MH’s 2003

Inteprated Financial Forecast.

Accordingly, and after careful reflection and realizing the additional burden that will placed on

the economy, the Board has determined to vary MH’s rate increase requests.
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MANITOBA
THE PUBLIC UTILITIES BOARD ACT
THE MANITOBA HYDRO ACT

THE CROWN CORPORATIONS PUBLIC
REVIEW AND ACCOUNTABILITY ACT

Edited for format and typographical errors only
August 25, 2008
Further amendcd September 4, 2008

Before: Graham Lane CA, Chair

Board Order 116/08

July 29, 2008

Robert Mayer Q.C., Vice-Chair
Susan Proven, P.H.Ec., Member

AN ORDER SETTING OUT FURTHER DIRECTIONS, RATIONALE AND
BACKGROUND FOR OR RELATED TO THE DECISIONS IN BOARD
ORDER 90/08 WITH RESPECT TO AN APPLICATION BY MANITOBA
HYDRO FOR INCREASED RATES AND FOR RELATED MATTERS
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5.0 Operating, Maintenance, and Administrative Expenses

MKO also recommended that MH and the Board clearly distinguish MH's
necessary and appropriate costs (expenditures and investments related to
operations, mitigation and agreement obligations) from “charitable donations”.
MKO suggested that endowments funded by MH's net export revenues (intended
to benefit “MH Affected Communities”, such as for regional economic
development, community infrastructure and the enhancement of fish and wildlife)
should not be “charitable donations”.

5.8 Board Findings

The Board remains concerned with the growth of OM&A expenses, particularly

the level and arowth of these expenditures prior to deferrals, capitalization and

allocations to subsidiaries.

As stated in Order 101/04:

“The Board will expect MH to maintain vigilance over its costs, so that the
additional revenues [from PUB approved rate increases] contribute as they
are intended to move towards achieving the debt to equity target more quickly
than suggested in MH's 2003 Integrated Financial Forecast.”

Expectations from past recommendations related to OM&A expenses have not

been met. The Board expects MH to control OM&A expense levels to assist in

meeting its financial targets. Further control of OM&A costs is vital _given the

planned major capital expansion, and in light of the fact that MH will not meet its

debt to equity target over the current forecast period.

And, in this Order, the Board continues to be concerned with MH’s “aggressive”
capitalization and deferral policies with respect to OM&A expenses. While there
is an argument for the practice, the net result is that costs now being incurred are

not reflected in rates until years, in fact decades, later, meaning the current
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generation of ratepayers leave the results for the generations that will follow to

meet.

The following concern, from Order 143/04, echoes past concerns raised by the
Board with respect to the capitalization policies followed by MH. The Board then
stated:

“The Board is concerned with the range and level of costs being capitalized by
MH. While the Board understands that many of the projects undertaken by
MH are long-term in nature, both from a benefit and cost perspective,
aggressively capitalizing costs and selecting long amortization periods
increases the rate risks to future generations of electric customers. If the
Board questions whether aggressive capitalization policies are prudent......
The Board does not dispute that MH’s accounting is based on GAAP, only
that GAAP also provides for a more conservative capitalization approach.”

In Order 117/06 the Board further stated:

“The Board is concerned with MH’s present capitalization and notes MH's
comment that net export revenue represents a form of “windfall” which cannot
be guaranteed to continue at recent levels. Even though net export revenues
have been significant over the past decade, progress towards the debt:equity
target of 75:25 is slow.”

The Board notes MH defends its level of OM&A expenditures on the basis of
meed’ and has arqued that it has successfully ‘controlled OM&A cost per

customer account'. The Board is of the view that this premise will remain not fully

substantiated, given the enormous amount and percentage of total OM&A costs

that have been and are forecast to be capitalized, at least until adequate peer

benchmarking has been performed and the results reviewed.

As expressed in past Orders, for two decades MH’s annual net income result has
been assisted/increased by its deferral and capitalization process. If non — direct
construction costs (an allocation of the salary of staff in contracts not involved in

actual construction but more in planning in supporting roles) had been expensed
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in the period incurred, rather than capitalized or deferred, annual net income
would have been considerably lower, and possibly negative in many years;
OM&A cost per customer account would have been much higher; rate pressure
would have been considerably greater than has been demonstrated to date; and

retained earnings would be much lower.

As indicated, while there is an argument for MH's current approach (to expense
costs in the current period and reflect them in current rates, when the costs relate
to projects not expected to provide benefits until the future, would mean charging
the current generation of MH's customers for costs that could arguably be met by
future generations), MH’s rate structure and rates, even including the increases
directed and indicated in Order 90/08, is premised on past and future OM&A cost
deferrals and capitalization. If the approach was to change (a distinct possibility
with the upcoming adoption of IFRS), costs now capitalized in the current period
would be expensed. This would, again as previously noted, result in current and
future ratepayers being billed for costs reflective not only of current costs but also
cost burdens avoided by past ratepayers as a result of the current process of

deferral and capitalization.

The Board does not believe OM&A should be adjusted based on the corporate
strategic plan target of $640 per customer as suggested by the Coalition. The
Board is not convinced the benchmark is completely relevant, given the level of
expense deferrals and capitalization impacting the current result. Once more
stringent capitalization requirements are put in place with IFRS such a metric
may have more value and use in the establishment of rate requirements.

To arbitrarily direct, as some interveners have suggested, that a significant

amount of expense not be reflected in rates, as a way of sending a message to
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MH that it is spending too much on OM&A, would be irresponsible given what the
Board and the recent process has revealed.

This Board must rely on the public GRA process to provide opportunities to
assess OM&A, and while the Board continues to express concern, there is
nothing on the record sufficiently concrete to justify not accepting the costs in

rates.
IFRS

The Board notes the coming adoption of IFRS is likely to have a material impact
on MH’s financial reporting and results. The Board further notes that AcSB has,
in advance of IFRS, established a new reporting standard with respect to
accounting for intangible assets [including goodwill, deferred charges and

capitalized expenditures].

These new requirements are effective for fiscal years beginning on or after
October 1, 2008 and could have an impact on MH's fiscal 2009 - 2010 accounts.
However, the Board is aware that MH is looking to U.S. Federal Accounting
Standards Board (FASB) accounting standards in support of its continuing its
present accounting practices in the short term.

The Board’s primary concern is not accounting for the short-term, but the long

term, particularly with MH’s massive capital expenditure plans.

The Board notes in The FASB Handbook section 71.34 (in part), Accounting for

the Effects of Certain Types of Reguiation, reads as follows:
“The regulator's action provides reasonable assurance of the existence of an
asset (paragraph 9). Accordingly, the regulated enterprise would capitalize the
cost and amortize it over the period during which it will be allowed for rate-
making purposes.”
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MANITOBA Board Order 90/08

THE PUBLIC UTILITIES BOARD ACT
THE MANITOBA HYDRO ACT

THE CROWN CORPORATIONS PUBLIC
REVIEW AND ACCOUNTABILITY ACT June 30, 2008

Before:  Graham Lane CA, Chair
Robert Mayer Q.C., Vice-Chair
Susan Proven, P.H.Ec., Member

ELECTRICITY RATES FOR MANITOBA HYDRO
TO TAKE EFFECT JULY 1, 2008
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complete these projects. Debt comes with costs, interest and annual principle payments, and, as

well, is associated the risk of future increases in interest rates.

The Corporation’s risks rise as its export opportunities, investments and debts increase. In the

Board’s view, this warrants a larger rate increase.
Fuel Switching

In addition, rate increases are further warranted to address an apparent disconnect that has
developed between electricity rates and the prices of other energy commodities, this is of
considerable concern to the Board, given MH’s forecast methodology where export revenue rates
are a relative funciion of natural gas pricing. The Board
have resulted in an overstatement of forecast export revenues. Power consumed domestically

cannot be sold on the export market.

It is not necessarily in the public interest for short-term electricity rates to drastically lag natural
gas pricing. Electric space heating could displace natural gas heating to a substantial degree if the
current price disparity widens and continues. The result of fuel switching could see electric
system peak capacity being challenged and the more frequent use of high price electricity

imports.
OM&A Expenses

The Board shares some Intervener concerns as to the acceleration of MH's OM&A costs, which

MH attributes the costs increases to labour shortages as well as increased needs for system

maintenance, both factors cited to be beyond the direct control of the Utility.

However, the Board does not have enough information on whether the current and forecast

OM&A are fully supported, since no formal and in-depth benchmarking has been undertaken.
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Lacking this information, the Board is not prepared to direct MH to reduce its OM&A

expenditures. More will be provided on this topic in the forthcoming subsequent Order.
Adoption of International Financial Reporting Standards (IFRS)

The Board remains concerned with the continued high level of capitalization of OM&A
expenditures. The Board anticipates that MH’s current capitalization approach will change with
the adoption of IFRS.

In the interim, the Board still (it has commented on this matter in previous orders) does not
favour the continuation of a current practice that distorts the level of OM&A expenses. The
change to IFRS will likely result in a higher level of OM&A expense impacting MH’s
profitability. The Board is currently not convinced that Regulatory accounting, i.c. the Board
setting rates based on actual and forecast results prepared other than pursuant to GAAP, should

be considered to counter the financial impacts of IFRS.
New Head Office

The Board also remains concerned on the cost consequences related to the new head office,
noting that MH raised doubts at the hearing as to whether it would meet the level of savings
required to fully offset the increase in costs related to the new building, now estimated at almost

$19 million a year.

No evidence was presented that MH will find the necessary savings to offset this cost, however
there may be long term benefits to be realized by the Utility that will be discovered and realized

subsequently. The Board will require that these savings be demonstrated.

The Board will address this matter in more depth in the following Order.
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MANITOBA

THE PUBLIC UTILITIES BOARD ACT

THE MANITOBA HYDRO ACT

THE CROWN CORPORATIONS PUBLIC
REVIEW AND ACCOUNTABILITY ACT

Before:  Graham Lane CA, Chair

Robert Mayer Q.C., Vice-Chair

Board Order 99/11

July 29, 2011

AN INTERIM ORDER WITH RESPECT TO MANITOBA HYDRO’S
APPLICATION FOR INCREASED 2010/11 AND 2011/12 RATES AND

OTHER RELATED MATTERS
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revenue to avoid domestic ratepayers subsidizing export sales. A significant portion of
the energy to be delivered under the export contracts will be based on spot and
opportunity sale market rates, which may be depressed for some time due to reduced
natural gas prices, that the result of seemingly abundant shale deposits which have and

are expected to depress natural gas prices.

This in turn has and is presently expected to lower the incremental cost of generated
electricity by American utilities in the MISO market, which may, as it has since 2008,
depress the export prices MH realizes and may realize in the future. The Board has a
serious concern as to current and potentially longer term MISO market conditions, which
are outside the control of MH, and which may well have negative implications for

domestic ratepayer rates.

If export revenues do not meet MH’s currently forecast targets, and MH’s currently
planned major capital expenditures take place, MH will need to look towards domestic
ratepayers to support much of the debt to be entered into to build the generation and
transmission assets. Until, if possible, the risk of unacceptable future domestic rate
increases can be reduced or eliminated (addressed to the Board’s satisfaction), it seems
quite possible that future rate increases, now forecast at 3.5% annually for ten years to be

followed by 2% annually, may prove quite insufficient.

OM&A Expense

MH’s forecast of its OM&A expenses assumes a productivity factor in the order of 0.5%
to 1% annually (i.e. that costs will be lower by 1% in each future year due to ongoing
productivity improvements — in the absence of achieving the annual productivity target,
OM&A costs would, presumably, be 1% higher than MH’s present forecast) in the setting
of its business unit OM&A targets.
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In Order 07/03, the Board stated:

“Corporate performance measures such as the operating and administration
costs per customer or per kW.h targets are of great assistance in assessing
the performance of Hydro's cost control initiatives compared to other
utilities. The Board recommends Hydro aggressively pursue meeting its
operating and administration costs per customer target while finding ways to
increase productivity. The Board also encourages Hydro to continue to
participate in benchmarking initiatives to help identify and implement Sfurther
efficiencies and enhancements in ils operations as compared to other
utilities.”

In Order 116/08 the Board stated:

“Although Hydro's operating and administrative expenses appear
reasonable, the Board urges Hydro to continue to control these expenses
through aggressive cost control initiatives and management of the labour
force. The Board appreciates of some operating and administration
expenses, particularly payments fo the Province, are beyond Hydro's
control. However, it remains necessary for Hydro to continue to be diligent
in taking steps to control all such costs and improve efficiencies. Corporate
Performance measures such as operating and administration cost per
customer or per kW.h targets are of great assistance in assessing the
performance of Hydro's cost control initiatives compared to other utilities.
The Board recommends Hydro aggressively pursue meeting its operating
and administration costs per customer target while finding ways to increase
productivity. The Board also encourages Hydro to continue to participate
in benchmarking initiatives to help identify and implement further
efficiencies and enhancements of its operations as compared to other
utilities.”

In that Order the Board directed:

“MH to undertake and file with the Board, by June 30, 2009, an
independent benchmarking study of key performance metrics, using the
most current available data and including:



vy AN

July 29, 2011

Order No. 99/11
Page 84 of 110

a) Primary key drivers of OM&A in each operational division [Board
preferences to allow for a comparison with a greater number of other
utilities].

b) Comparable other Canadian Utility data for each of the drivers.

¢) Key comparison indicators including staffing levels.

d) A comparison with and discussion of industry best practices.

e) Potential improvement areas.”

The Board expects to be apprised of the scope of the expected study, and its advancement

(in advance of receipt and review of the study. it is difficult to complete an assessment of

the prudency of MH’s OM&A expenditures), and anticipates being provided the

opportunity to provide direction.

The Board is convinced that domestic ratepayers will benefit from the developments of

appropriate metrics to assess the reasonableness of the level of current and future OM&A

expenses, in advance of._if not particularly because of. the proposed major capital

expansion program (that program “driving” OM&A gxpenses).

To-date. the Board’s past and present concerns on the ongoing annual escalation of MH’s

OM&A expenses have not been addressed. MH has not undertaken Board-directed

benchmarking studies and has deferred such studies until 2013 (when IFRS is expected to

be fully implemented).

In the meantime, OM&A expenses. particularly before the capitalization and deferral of a

significant percentage of such expenses, have escalated well above inflation, in part due

to MH’s Preferred Development Plan. The Board remains concerned with the escalation

of operating expense, of which a large portion is being deferred (to be borne by future
ratepayers). Such deferral has muted the OM&A. increases reflected in MH’s annual

accounts, its GRA rate requests and domestic rates.
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OM&A costs have increased in part due to MH engaging hundreds of new employees
involved, in one capacity or another, in implementing — ahead of regulatory approval -
the Utility’s development plans. OM&A period costs are being accumulated and that
accumulated amount, which grows by the day, faces the risk that it may have to be
“written off” if the development plans now proposed by MH are either significantly

amended or rejected.

The Board questions the sincerity of MH’s commitment to rein in costs, without action
rate increases above inflation remain a probable outcome. As previously indicated, MH

continues to capitalize and defer a significant portion of its annual operating costs.

While this practice has been accepted by MH’s external auditor and, accordingly, may be
considered to be within the guidelines of what now represents GAAP, Canadian
accounting standards, and leaving aside that those guidelines and GAAP are in flux as the
transition to IFRS continues, the practice allows MH to report higher annual net income
results than it otherwise could (if more of the now deferred and capitalized expenses were
treated as period costs and charged directly, in the year of incurrence, against the net

income of that year).

Though these capitalized and/or deferred costs are presently not charged against net
income in the year of incurrence and do not affect either MH’s retained earnings and debt
to equity ratio, they do not “go away”, but are simply “transferred” to future years, where
the costs will be charged by way of gradual amortization against the net income of those

future years, affecting the revenue requirement and rates of those years.

These issues will be discussed further in the Board’s subsequent Order.
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THE PUBLIC UTILITIES BOARD ACT

THE MANITOBA HYDRO ACT

THE CROWN CORPORATIONS PUBLIC
REVIEW AND ACCOUNTABILITY ACT

Before: Graham Lane CA, Chairman
Robert Mayer Q.C., Vice-Chair

Board Order 5/12

January 17, 2012

A FINAL ORDER WITH RESPECT TO MANITOBA HYDRO’S
APPLICATION FOR INCREASED 2010/11 AND 2011/12
RATES AND OTHER RELATED MATTERS
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common assets to be capitalized. MH adjusted its overhead capitalization policy
accordingly by reducing the amount of overhead capitalized to capital projects from 24%
to 17% for 2010/11.

As a result of the accounting policy changes, MH reduced its total capitalized overhead
by $5 million in 2008/09 and an additional $4 million in 2009/10. It also made a provision
of $18 million in 2010/11 and $14 million in 2011/12, reflecting a reduction in the

overhead rate.

9.6.0 O&A COST CONTROL PROCESS

MH’s forecast provides for a productivity factor in the order of 0.5% to 1% annually in
the setting of its business unit O&A targets. In response to the economic downturn, MH
has put in place measures to constrain the increase of O&A, including a freeze on hiring
of new positions (with the exception of line trades trainees), restrictions on out-of-
province travel, rationalization of fleet vehicles, extension of service lives of computers

and equipment and reduction of overtime costs where possible.

MH indicated that such measures were short-term and that cost containment measures
would not compromise system safety and reliability. MH stated that such steps had
resulted in reducing the year-over-year changes in O&A by 5% or $16 million in the first

10 months of the current fiscal year.
In Order 116/08 the Board stated:

“Although Hydro’s operating and administrative expenses appear
reasonable, the Board urges Hydro to continue to control these
expenses through aggressive cost control initiatives and
management of the labour force. The Board appreciates that some
operating and administration expenses, particularly payments to the
Province, are beyond Hydro’s control. However, it remains
necessary for Hydro to continue to be diligent in taking steps to
control all such costs and improve efficiencies. Corporate
Performance measures such as operating and administration cost

per customer or per kW.h targets are of great assistance in
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assessing the performance of Hydro's cost control initiatives
compared to other utilities. The Board recommends Hydro
aggressively pursue meeting its operating and administration costs
per customer target while finding ways to increase productivity. The
Board also encourages Hydro to continue to participate in
benchmarking initiatives to help identify and implement further
efficiencies and enhancements of its operations as compared to
other utilities.”

In that Order the Board directed:

“MH to undertake and file with the Board, by June 30, 2009, an
independent benchmarking study of key performance metrics,
using the most current available data and including:

a) Primary key drivers of OM&A in each operational division
[Board preferences to allow for a comparison with a greater
number of other utilities].

b) Comparable other Canadian Utility data for each of the
drivers.

c) Key comparison indicators including staffing levels.
d) A comparison with and discussion of industry best practices.
e) Potential improvement areas.”

The Board expects to be apprised of the scope of the study and advancement being

undertaken, and will anticipate the opportunity to provide direction.

The Board is convinced that both the Province and ratepayers will benefit from the

development of appropriate metrics to assess the reasonableness of the level of current

and future OM&A expenses, in advance and particularly because of, the proposed

major capital expansion program.

MH has deferred undertaking the Board-directed benchmarking study until after the

implementation of IFRS in fiscal 2013.
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9.8.0 BOARD FINDINGS

The Board notes that the Corporation has shown some interest in undertaking cost-

containment measures. However, such measures are far too modest and short-lived.

MH’s annual operating costs top $700 million, with targeted measures expected to

deliver only $13 million of savings, or 2% of the total.

Given the corporation’s current development plans, MH has seen material increases in
staffing levels. MH has added over 900 employees since 2004, the majority engaged in
one capacity or another in implementing the utility’s development plan, well ahead of an
NFAAT, regulatory approvals and firm export contract commitments. If the projects do
not go ahead, MH faces the likelihood of having to expense expenditures currently
deferred or capitalized.

Tho Danca v snand Medava lhhas vasscems oo ol sl
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operating expenses. The Board continues to believe that MH should look internally to

find efficiencies and control the growth in operating expenses. To do otherwise

increases the risks faced by ratepayers of paying higher rates than required.

The Board notes that during the last expansion phase in 1992, MH had an employee
complement that peaked at 4,232 EFTs, with fewer than 900 dedicated to capital
construction. Since then, staffing has ballooned to over 6,300 EFTs, with over 1,400
EFTs dedicated to construction-related efforts.

The impact of the large staff complement is muted by MH’s capitalization policies. A

significant portion of MH’s operating expenses (in excess of 40%) are capitalized each

and every year, masking the impact of the significant staffing levels at MH. There

remains a risk that if the projects do not proceed or hecome economically not profitable,

a significant amount of capital costs, now well in excess of $400 million will have to be

written off,
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It is also vitally important that MH undertake a benchmarking of its operations against

peers with the goal to control the growth in operating expenses and foster practices,

which improve efficiencies.
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Exhibit # MH-124
Transcript Page #

Manitoba Hydro Undertaking #123

Please file any directives issued by the President with respect to cost constraint
measures from 2009.

Please see attached memos dated 2009 03 19 and 2009 05 01.

201104 14 Page 1 of 1
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ElQI0E MANITOBA HYDRO
INTEROFFICE MEMORANDUM
FROM R.B. Brennan o Vice-Presidents
President and Chief Executive Officer Division Managers

DATE 2009 03 19

FILE

SUBJECT (OPERATING, MAINTENANCE & ADMINISTRATION (OM&A) EXPENSE

For some time now, I have been concerned about the substantial increases to
Manitoba Hydro’s Operating, Maintenance & Administrative (OM&A) expense. For
the 11-month period ended February 28, 2009, OM&A expense has increased by over
8% at the Corporate level with even greater year-over-year increases in some Divisions.
Increases in this order of magnitude are especially troublesome during these difficult
economic times for industry, our customers, and other stakeholders.

I appreciate that Manitoba Hydro is facing increasing cost pressures due to more
stringent environmental and business regulation, an aging infrastructure requiring
higher maintenance, increased emphasis on employee safety and system reliability, and
higher numbers of irainees being hired io meet our succession planning requirements.
Nevertheless, all these factors were considered when Operating Budgets were approved
in the fall of 2008, It is not acceptable for Operating Budgets to be over-expended to
the extent we are seeing in fiscal year 2008/09.

As we will soon be embarking on a new fiscal year, all senior management should be
aware that each Division will be expected to manage within their approved 2009/10
Operating Budget. Should an unforeseen event occut, specific approval of Executive
Committee will be required to incur costs not included in approved budgets.
Consequences of unapproved overspending in 2009/10 will include imposed
restrictions on discretionary expenditures.

I am requesting that each Vice-President meet with their respective Division Managers
to confirm Operating Budget forecasts for 2009/10 (within currently approved Business
Unit budgets). The updated budgets should reflect the new organization structure.
Following the Divisional meetings, I will meet with each Vice-President to reaffirm
their approved Budget for 2009/10.

Thank you for yous cooperation,

RBB/gt
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FROM

DATE

FILE

SUBJECT

MANITOBA HYDRO
INTEROFFICE MEMORANDUM

R.B. Brennan to See Below
President and Chief Executive Officer

2009 05 01

RESTRICTIONS ON OPERATING & ADMINISTRATIVE EXPENSES

RESIRIC EIONS N Uy A Ny O A =l ==

In my memo to you dated March 19, 2009, 1 conveyed my concerns regarding the
substantial increases being experienced in Operating, Maintenance & Administration
(OM&A) expense. A schedule summarizing increases in OM&A over the past four
years is attached for your reference. Since my March 19 memo, the economic situation
in Canada and the United States continues to deteriorate and it is now clear that there
will be negative impacts on Manitoba Hydro’s domestic and export revenues in
2009/10. In recognition of the current economic situation, the following restrictions on
operating expenses are being implemented effective immediately:

a) Out-of-province travel will be limited to essential travel only. Management
discretion will be used to determine what travel is considered to be "essential,"
but I am requesting that every request that is advanced for approval be fully
justified and that the consequences of travel not being approved be provided.
Until further notice, all requests for out-of-province travel will require my
approval. Please be certain that only essential travel requests are advanced for
my approval. (This will not affect travel bookings and commitments that have
been made at this date.)

b) Costs for promotion, awards, sponsorships and miscellaneous office
expense will be curtailed to the absolute minimum level necessary.

Other restrictions on discretionary expenditures and hiring may be necessary as we
determine the full impacts of the economic recession. Any such additional restrictions,
however, will not be in areas that could compromise public and employee safety or the
integrity of Manitoba Hydro’s energy supply and. delivery system.

Thank you for your cooperation during these difficult economic times.

SAME MEMORANDUM TO:

K.R.F. Adams G.W. Rose T.E. Tymofichuk
E.R. Kristjanson AM. Snyder V.A. Warden
G.B. Reed K.M. Tennenhouse  C.E. Wray
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BUSINESS UNITS

OPERATING, MAINTENANCE & ADMINISTRATIVE (OM&A)
for the years ended March 31

(in millions of $)

%

%

%

%

Incr. Incr. Incr. Preliminary Incr.
2006 (decr.) 2007  (decr.) 2008 (decr.) 2009  (decr.)
President & CEO $17.0 7.6% $18.1 6.5% $17.4 (3.9%) $185 8.1%
Corp. Relations 10.0 28.2% 10.2 2.0% 10.3 1.0% 10.5 2.0%
Finance & Admin, 88.2 1.8% 92.5 4.8% 90.5 (2.2%) 04.2 4.1%
Power Supply 117.4 3.3% 123.6 5.3% 127.8 3.4% 142.4 11.4%
T&D 104.8 (0.2%) 100.6 4.6% 112.5 2.6% 122.2 8.6%
CSa&M 117.6 5.1% 115.4 (1.9%) 116.8 1.2% 1215 4.0%
$454.9  32%  ¢469.3  32% $475.4 1%  ¢5094  T2%

Finance & Administration
2009 04 29
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the transfer of costs associated with the town of Gillam and the Frontier School Division
to the Capital & Other Tax classification to provide a more consistent representation of
these costs.

2009/10 Forecast vs 2010/11 Forecast
The increase is primarily attributable to cost escalation and higher pension costs related
to fund performance.

2010/11 Forecast vs 2011/12 Forecast

In addition to cost escalation, this increase is primarily attributable to the $15 million
provision for IFRS, the Wuskwatim Generating station operating costs forecasted at
$6 million, and additional expense related to the Waterways Management program
forecasted at $5 million. A provision for cost saving measures has been embedded into
the forecast to offset these major cost pressures.

Please see the following schedules for a breakdown of OM&A and EFTs. Appendix 4.4

provides an additional OM&A costs.

MANITOBA HYDRO Schedule 4.5.0
OPERATING, MAINTENANCE AND ADMINISTRATIVE COSTS BY BUSINESS UNIT (000's)
2007/08 2008/09 2009/10 2010/11 2011/12
Actual Actual Forecast Forecast Forecast
President & CEO $ 20977 $ 22,155 § 24475 3§ 25429 § 26014
Corporate Relations ' 5,245 5,520 5,100 5,200 5,320
Corporate Planning & Strategic Analysis 1,986 2,075 3,700 6,300 6,445
Finance & Administration 99,133 103,320 108,755 109,967 112,496
Power Supply 127,610 142,183 145,000 148,100 151,506
Transmission 83,171 91,088 91,100 92,400 94,525
Customer Services & Distribution 98,373 103,762 107,300 109,000 111,507
Customer Care & Marketing 38,859 39,343 42,000 43,000 43,989
Business Unit Subtotal 475,354 509,446 527,430 539,396 551,802
Motor Vehicle Chargeout (15,394) (16,043) (16,154) (16,601) (16,983)
Payroll Tax (8,774) (9,679) (9,873) (10,070) (10,272)
Corporate Allocations & Adjustments (4,930) (3,824) (8,775) (9,666) (10,160)
CICA Accounting Changes* - 5,000 7,000 7,000 7,000
Provision for [FRS - - - - 15,000
Operating & Administration Charged to Centra (56,270) (59,042) (60,160) (61,343) (62,570)
Capitalized Overhead (67,289) (66,198) (67,964) (69,021) (70,447)
OM&A Costs Attributable to Electric Operations $ 322697 § 359,660 § 371504 § 379,695 § 403370

* Other CICA Accounting Changes totalling $4 million (beginning in 2009/10) are embedded within the Business Units

20100115

Page 12 0f 29
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MANITOBA HYDRO

EQUIVALENT FULL TIME EMPLOYEES - ANNUAL RESULTS BY BUSINESS UNIT

Schedule 4.5.1

President & CEO

Corporate Relations

Corporate Planning & Strategic Analysis
Finance & Administration

Power Supply

Transmission

Customer Setvices & Distribution
Customer Care & Marketing

Total

20100115

2007/08 2008/09 2009/10 2010/11 2011/12
Actual Actual Forecast Forecast Forecast
87 87 97 9 99
69 75 69 69 69
19 20 23 38 38
986 999 1,042 1,043 1,043
1,470 1,576 1,757 1,785 1,785
1,255 1,298 1,355 1,358 1,358
1,640 1,671 1,708 1,711 1,711
545 550 561 566 566
6,071 6,276 6,613 6,669 6,669
Page 13 of 29
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Exhibit # MH-112
Transcript Pages #5484-5485

Manitoba Hydro Undertaking #122

Manitoba Hydro to provide directive by President to Vice-President of Business Units
regarding cost constraint measures.

Please refer to the attached memo dated August 13, 2010 from Manitoba Hydro’s President
and Chief Executive Officer.

Cost constraint measures have been successful in reducing OM&A costs as indicated in the
following schedule.

Electric OM&A Net of Accounting Changes
February 2010 versus February 2011

Actual

(in millions of dollars) 2010 2011
Total OM&A Expense 'Electric only' § 3486 S 349.2
CICA Accounting Changes

Lower Stores Overhead rates and no longer Capitalized (4.6) (4.6)

Intangible Assets no longer Capitalized (2.7) (1.8)

Administrative & General Overhead no longer Capitalized (3.7) (3.7)
Provision for Accounting Changes -

Motor vehicle interest removed from capitalization (3.8)

Capitalized Overhead rate change from 24% to 17% (14.4)
Reclassification of Wire & Telecom Services to Other Revenue (2.8) (2.8)
Reclassification of Funding Agreement for Town of Gillam & Frontier 4.6 4.6
School Division
Subtotal - Accounting Changes (9.1) (26.4)
OM&A Expense 'Electric only' (net of accounting changes) $ 3395 $§ 3228
Total reduction in OM&A net of accounting changes S (16.7)

201104 12 Page 1 of 1
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EDIE MANITOBA HYDRO
INTEROFFICE MEMORANDUM

FROM R B. Brennan TO  See Below
President and Chief Executive Officer

DATE 201008 13

FILE

SUBJECT  COST CONSTRAINT MEASURES

The economic downturn has had a significant impact on Manitoba Hydro’s revenues
and net income. For the quarter ended June 30, 2010, Manitoba Hydro will be
reporting its first quarterly loss since the severe drought of 2002 - 2004. In response to
the current conditions, it will be necessary to expand measures already underway to
constrain costs and improve operational efficiencies.

The following additional measures are being implemented:
1) Further Restrictions on Non-Essential Travel Including In-Province Travel

While the current out-of-province travel restrictions have been successful in
moderating the growth in travel expense to some extent, Corporate travel expense
totaled $32.4 million in 2009/10 — a 2.4% increase over the previous year. Over
the past five years, travel expense has increased at an average annual rate of 6.6%
per year.

Effective immediately, all out-of-province travel will be further restricted and all
in-province travel will be limited to the extent necessary to meet service and work
requirements. All options to reduce travel costs will be considered, including
expanded use of telecommunication technologies, reduced meeting frequency, and
reduced fleet utilization.

2) A Freeze on the Filling of all Vacant Staff Positions

Wages, salaries and benefits account for close to 75% of Manitoba Hydro’s total
operating expense. Over the past five years, this component of operating expense
increased at an average rate of 5.0% per year including a 6.2% increase over the
past year. Equivalent Full-Time Employees (EFTs) peaked at an all-time high of
6620 during 2009/10.

Effective immediately, the filling of all vacant positions in Pay Grades 33 and
above will require the approval of the President and Chief Executive Officer. The
filling of all vacant positions below Pay Grade 33 will require the approval of a
Vice-President.

LA
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See Below
201008 13
Page 2

3)

4)

3)

A Reduction in Overtime Costs

Overtime costs have grown at a very significant average rate of 8.3% per year over
the past five years. In 2009/10, overtime costs exceeded $50 million, an increase
of 9.6% over the previous year.

While overtime is an essential component of providing safe and reliable energy
services to our customers, overtime costs must be reduced and each Business Unit
will be expected to demonstrate that this is being accomplished.

Changes to Banked Vacation, Vacation Carryover and Vacation Cashout
The following changes will be implemented to the vacation banking policies:

« Effective immediately, all new employee hires will have a banked vacation
maximum capability of 75 days.

« Effective April 1, 2011, all existing employees will have their banked vacation
maximum capability reduced to 150 days. All employees with over 150 days of
banked vacation at April 1, 2011 will be grandfathered until their balances are
reduced to 150 days (either through utilization or cashing out).

» Effective with the fiscal year ending March 31, 2011, the maximum vacation
carryover will be limited to a cumulative total of 20 days. . Exceptions will only
be granted for exceptional circumstances and will require the approval of the
President and Chief Executive Officer. All cumulative ‘vacation balances in
excess of 20 days will be forfeited (unless banked within the previously
referenced limits).

A Potential Freeze on Executive and Management Salaries

Depending upon the effectiveness of other measures and the financial results of the
Corporation over the next several months, it may be necessary to implement a
freeze on salary increases for Executive and Management staff. Because the next
increase in salaries for this group is not scheduled to take place until December 31,
2010, the financial and economic situation will be closely monitored and further
actions may be taken as conditions warrant. Further communication on this
important and sensitive issue will be provided on a regular and timely basis.

163
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See Below
2010 08 13
Page 3

6) Capital Rationalization

As you know, Manitoba Hydro is embarking on a major capital expansion
program. While planned investments in new generation and transmission are very
large and will require debt financing, regular or "base capital" will continue to be
funded through internally generated funds. To accomplish this, all proposed
capital additions must be rigorously scrutinized and only those capital items
necessary "to provide an ongoing safe and reliable supply of energy in the most
efficient and environmentally sensitive manner" will be approved.

The above measures are being implemented in recognition of the serious economic
conditions and as a continuation of the prudent fiscal management that is consistently
applied at Manitoba Hydro.

I greatly appreciate the ongoing dedication, innovation, and cooperation of all

employees in the fulfillment of our commitments to the energy consumers of
Manitoba.

VS S

S PANL 27
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SAME MEMORANDUM TO:

K.R.F. Adams
E.R. Kristjanson
L.J. Kuczek

G.B. Reed

K.M. Tennenhouse
T.E. Tymofichuk
V.A. Warden

C.E. Wray

¢: G.P. Schneider

TR lann
j 8\ Wilson

R.V. Orr
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2012/13 & 2013/14 Electric General Rate Application

PUB/MH 1-64

Reference:

a) Please file expanded tables found on pages 10 and 12 to include the years

Tab 5 Appendix 5.6 Pages 10 — 13 of 13, Schedule 45.1 2011 & 2012

GRA, Staffing Levels

2003/04 to 2008/09.

ANSWER:

MANITOB A HYDRO

OPERATING, MAINTENANCE AND ADMINS TRATIVE COSTS BYBUSINESS UNIT

(In thousands of $) 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14  Average Anaual
Actusl Actuml Actual Actusl Actusl Fareeast Frreenst % Inc/(Dec)
President & CBO $ 293 § 24230 $ 31578 § 28835 S 28328 § 286902 § 29,239 4.8%
Corporate Relations 5,245 5,520 4697 4,739 3,025 4,491 4,585 0%%
Finance & Admnitration 99,521 103,722 108,914 106,528 107,443 114,343 118,816 3.0%
Power Supply 127,610 142,183 147,07 150,120 155,084 177,882 187,031 6%
Transmission 03,171 91,088 92,302 90,493 89,261 104,662 107,265 4.5%
Customer Services & Distrbution 98373 103,762 111,068 106,707 110,045 130,355 132,916 54%
Customer Care & Merketing 38AT2 38042 42,395 41,446 43,703 52,249 95,922 19.4%
Business Unit Total® 475354 509 446 538027 528 867 536,889 £12,673 675,774 62%
#Note: Does not include allocations to capital and Centra Gas.
MANITOBA HYDRO
BQUIVALENT FULL TIME EMPLOYEFS BYBUSINESS UNIT
2007/08 2008/09 2009/10 2010/11 2011/12 2012/13  2013/14 Awrage Annual
Actusl Actual Actual Actual Actnal  Forecast Forecast % Inc/(Dec)
President & CEO 106 107 116 13 127 126 126 3.0%
Corporate Relations 69 75 T3 [ L) 75 75 1.7%
Finance & Administration 993 1,006 L1010 1,009 983 1,003 1,003 0.2%
Power Supply 1,470 1,576 1,679 1,796 1,853 1,972 1972 50%
Transoxission 1,256 1,298 1342 1,365 1,354 1,385 1385 1%
Customer Services & Distribution 1,640 1671 1,678 1,704 1,701 1,731 1,731 0.9%
Customer Care & Marketing 538 543 532 528 521 549 549 04%
Totd 6,071 6,276 6,429 6,594 6,608 6,842 6,842 2.0%
201209 21 Page 1 of 1
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2012/13 & 2013/14 Electric General Rate Application

Reference: Tab 5 Appendix 5.6 Pages 10 — 13 of 13, Schedule 4.5.1 2011 & 2012
GRA, Staffing Levels

d) Please indicate to what extent costs from each business unit are capitalized in
2003/04 to 2015/16.

ANSWER:

Business Unit OM&A costs presented in Appendix 5.6 are net of costs capitalized through
capital order activity charges. Please see the following schedule for a breakdown of costs

capitalized for each business unit.

MANITOBA HYDRO

COSTS CAPITALIZED BY BUSINESS UNIT (000's)
2007/08 200KR/00 2009/10 2010/11 2011/12 2012/13 2013/14
Actual Actual Actugl Actnal Actual Forecast  Forccast '
President & CEO $ 841 § 948 3 49% $ 331§ 555 8§ 675 §$ 689
Corporate Relations 3,449 4,364 4872 4934 5,301 4630 4723
Finance & Administration 10,559 10,494 10,794 12,482 12,438 12,297 12,543
Power Supply 41,181 45,191 54,629 63,199 74,028 72,093 73,535
Transmission 50,131 53,067 61,254 67,377 72,554 67,637 68,989
Customer Services & Distribution 76,102 80,943 82373 84,995 92,995 79,432 81,021
Customer Care & Marketing 10,069 10,164 9.879 10,226 10,780 9,299 9,485

$ 192331 $ 205169 $ 224207 § 243545 § 268651 § 246,065 $ 250986

! The forecasted capitalized costs for 2013/14 do not include the impact of IFRS changes on
capital order activity charges. Detailed budgets by business unit/division for the 2013/14
fiscal year incorporating the changes under IFRS will be prepared following approval of

IFF12.

2012 0921 Page 1 of 1
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2012/13 & 2013/14 Electric General Rate Application
PUB 1-64

Reference: Tab 5 Appendix 5.6 Pages 10 — 13 of 13, Schedule 4.5.1 2011 & 2012
GRA, Staffing Levels

f) Please indicate the current number of unfilled EFT’s
ANSWER:

The budgeted EFT complement for August 2012 was 6708 as compared to the actual EFT
level of 6494, resulting in 214 unfilled EFTs.

2012 09 21 Page 1 of 1
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2012/13 & 2013/14 Electric General Rate Application
PUB/MH 1-64

Reference: Tab 5 Appendix 5.6 Pages 10 — 13 of 13, Schedule 4.5.1 2011 & 2012
GRA, Staffing Levels

g) Please provide a comparison of the EFT’s forecast at the last GRA for 2009/10,
2010/11 and 2011/12 [PUB/MH I-34 (R) ] and for each difference please indicate
the attributed payroll difference between what was forecast in IFF09 versus
actual.

ANSWER:
Please see Manitoba Hydro’s response to PUB/MH I-37(b).

The attributed payroll difference between what was forecast in IFF09 versus actual would be
a decrease in wages & salaries and overtime of approximately $12.2 million in 2009/10,

AN 211 e 2. Py & e 1
$4.9 million in 2010/11 and $4.2 million in 2011/12.

201209 21 Page 1 of 1



2012/13 & 2013/14 Electric General Rate Application

P 1-64

Reference: Tab 5 Appendix 5.6 Pages 10 — 13 of 13, Schedule 4.5.1 2011 & 2012
GRA, Staffing Levels

h) Please refile the schedule on page 7 to agree with the OM&A reflected in IFF11-
2,

ANSWER:

Please see the Operating, Maintenance and Administrative Costs by Cost Element schedule
adjusted to reconcile with the OM&A reflected in IFF11-2.

201209 21 Page 1 of 2
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2012/13 & 2013/14 Electric General Rate Application

OPERATING, MAINTENANCE AND ADMINISTRATIVE COSTS BY COST ELFMENT

(In thousands of §) 2009/10 2010/11 2011/12 2012/13 2013/14 Average Annual
Actual Actual Forecast Forecast Forecast
% Inc/(Dec)

Wages, Salaries $ 407988 $ 425158 $ 448371 $ 476887 § 486425 4.5%
Overtime 50,307 50,704 50,680 56,005 57,126 3.3%
Employee Benefits 83,013 95,376 102,354 109,649 111,842 7.8%
Employee Safety & Training 4284 3,863 4,165 4914 5013 45%
Travel 32,435 32,594 32,131 32,405 33,053 0.5%
Motor Vehicle 24281 2443 25201 24,784 25280 1.0%
Materials & Tools 26,897 28,105 26,900 27,173 27,716 0.8%
Consulting & Professional Fees 14,814 11,157 11,402 11,639 11,872 4.6%
Construction & Maintenance Services 20,109 22,657 18,838 18,706 15,080 0.7%
Building & Property Services 22,931 21,044 20,624 22,396 22,843 0.1%
Equipment Maintenance & Rentals 14,379 14,165 14,150 14,476 14,766 0.7%
Consumer Services 5,798 5,086 4,982 5,284 5,389 -1.6%
Collection Costs 4,599 4,497 4,521 4347 4,434 £0.9%
Customer & Public Relations 8,155 7905 6,797 6,949 7,088 -3.2%
Sponsored Memberships 1,325 1917 996 1,081 1,103 1.8%
Office & Administration 15,320 14,316 14,826 15,263 15,569 0.5%
Computer Services 983 1,003 1,007 909 927 -1.3%
Communication Systems 1,772 1,678 1,796 1,683 1,717 -0.6%
Research & Development Costs 3,952 3651 4,136 3,509 3579 1%
Miscellaneous Expense 1,190 1,264 1,218 1213 1,237 1.1%
Contingency Planning - - 1,577 278 2,875
GieimiinglipenseiRecovomy 21.5%0) (23004) (16,256) (9.787 {9.983) -15.1%

Total Costs 722,951 748,471 780,476 829,765 848,951 41%
Capital Order Activities (224,298) (243,545) (265,803) (246,065) (250,986) 31%
Capitalized Overhcad (60,151) (47,336) (52,742) (69,434) (70,823) 5.9%
Operating and Admnistration Charged Lo Contra (60,951) (60,644) (64,000) (67,300) (68,646) 3.0%
IFRS Changes 71,574
Wuskatim GS for Full Year In-Service - . - - 1,754

OMEA Attritutahle to Heciric Operations $ 377,551 § 396946 § 397,931 $ 446,966 $ 531,828

Less:
Accounting Changes 11,240 30,910 34973 67,059 139,974
‘Wuskwatim 7,881 9,635

OM&:A Attribotahle to Hectric Operations afier
adjusting for salsidiaries, ting ch and
Wousk watim $ 366311 $ 366,036 § 362958 $ 372,026 $ 382&16

Please note the ‘OM&A Attributable to Electric Operations® does not include subsidiaries.

2012 09 21 Page 2 of 2
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2012/13 & 2013/14 Electric General Rate Application

PUB/MH 1-64

Reference: Tab 5 Appendix 5.6 Pages 10 — 13 of 13, Schedule 4.5.1 2011 & 2012
GRA, Staffing Levels

i) Please provide a comparison of the OM&A by cost element for the years
2009/10, 2010/11 and 2011/2 from PUB/MH II - 23 (from the 2011 & 2012 GRA)
with the amount presented in Appendix 5.6 page 7 for those years. Please
indicate the dollar and percentage difference for each line item and explain the
reason for the variances; in particular the increases in labour costs for 2010/11
& 2011/12 given the reduction in actual EFT’s from that forecast at the last
GRA.

ANSWER:
Please see Manitoba Hydro’s response to PUB/MH I-5 9(d).

The increase in labour costs for 2010/11 and 2011/12 are primarily due to wage settlements,
net of the reduction in actual EFT’s as compared to the forecast at the last GRA.

20120921 Page 1 of 1
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2012/13 & 2013/14 Electric General Rate Application

Reference: Tab 5 Appendix 5.6 Pages 10 — 13 of 13, Schedule 4.5.1 2011 & 2012
GRA, Staffing Levels

b)) Please provide the compound annual growth rate for 2009/10 through 2011/12
by each line item last year and provide the same information for this year.

ANSWER:

The attached table provides 2009/10 through 2011/12 actual results as filed in Appendix 5.6
and the forecast for the same fiscal years as filed in the prior hearing.

2012 09 21 Page 1 of 2



2012/13 & 2013/14 Electric General Rate Application

MANITOBA HYDRO
OPERATING, MAINTENANCE AND ADMINISTRATIVE COSTS BY COST ELEMENT

Fiscal As per 2010/11, 2011/12 GRA Hscal
2009/10-2011/12 2009/10-2011/12
(In thousands of $) 2009/10 2010/11 2011/12 Compounded 2009/10 2010/11 2011/12 Compounded
Actual Actual Actual Anpual Growth % Actnal Forecast Forecast  Annual Growth %

Wages, Salaries $ 407988 § 425158 § 451,925 52 $ 407988 § 415215 § 424765 20
Overtime 50,307 50,704 54,987 45 50,307 48,061 49,166 -1.1
Employee Benefits 82,674 95,376 104,444 124 82,674 93,035 95,175 73
Employee Safety & Training 4,623 3,863 3,909 -80 4623 4,747 4,856 25
Travel 32,435 32,594 31,266 -1.8 32,435 32,963 33,721 20
Motor Vehicle 24281 24,436 28,676 87 24,281 23,114 23,646 -1.3
Materials & Tools 26,897 28,105 26,663 -04 26,897 26,178 26,780 02
Consulting & Professional Fees 14,814 11,157 10,250 -16.8 14,814 10504 11,155 -13.2
Construction & Maintenance Services 20,109 22,657 21,228 2.7 20,109 21,785 22,286 53
Building & Property Services 22931 21,944 21,386 -34 2931 20,671 21,146 4.0
Equipment Maintenance & Rentals 14,379 14,165 13,388 3.5 14379 13,858 14177 0.7
Consumer Services 5,798 5,086 5,365 -38 5,798 5,683 5,814 0.1
Computer Services 983 1,003 861 64 983 696 712 -149
Collection Costs 4,599 4497 4,034 63 4,599 4,542 4,646 05
Customer & Public Relations 8,155 7.905 8,093 04 8,155 6,014 6,152 -13.1
Sponsored Memberships 1,325 1917 1,608 10.1 1,325 1,267 1,296 -1.1
Office & Administration 15,320 14,316 14,277 -35 15,320 15,703 15,857 17
Conmmunication Systems 1,772 1,678 1,683 25 1,772 1,603 1,640 -3.8
Research & Development Costs 3952 3,651 2,79 -159 3,952 4110 4205 32
Miscellaneous Expense 1,190 1,264 2,032 30.7 1,190 1,087 1,112 -33
Contingency Planning - - - 0.0 - 5,417 3921 00
Operating Expense Recovery (21,580) (23,004) (21,716) 03 (21,580) (16497) (16,670) -12.1

Total Costs 722951 748471 787,155 43 722.951 740,156 755,557 2.2
Capital Order Activities $ (224298) $ (243545 § (268651) 94 $ (24298) $ (2350400 $ (239,74 34
CICA Accounting Changes* - 9,000 9,000 9,000 00
Provision for IFRS - 18,000 13,500
Capitalized Overhead (60,151) (47336) (53,084) 61 (65,151) (11,021) (72,447 24
Operating and Administration Charged to Centra (60,951) (60,644) 62,117) 1.0 (60,951) (63,400) (64,000) 25

OM&A Attributable to Bectric Operations $ 377,551 § 396,946 § 403,303 34 $ 377,551 $ 397,695 $ 401870 32

* Other CICA Accounting Changes totalling $4.0 million in 2009/10 & future years are embedded within the Total Costs

2012 09 21 Page 2 of 2
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PUB/MH 1-38

Reference:

a)

2012/13 & 2013/14 Electric General Rate Application

Tab 5 Staffing Appendix 5.6 Page 10

domestic revenue, per domestic customers.

Please provide a table/ matrix of EFT per 1,000 of GWh, per $millions of

1999/00

2011/12

EFT’s

Supply

EFT per 1,000 GWH of domestic

supply

EFT per 1000 GWH of total

customers

EFT per number of domestic

revenue

EFT’s per $Millions of domestic

EFT

Average Salary & Benefits per

Union)

Annual Wage Rate Adjustment (

Non Union

Average Wage Rate Adjustment -

Please provide rows in the above table including all data used to calculate the

ratios above.

ANSWER:

Please see the following tables.

Information Requested

2007/08 2008/09 2009/10 201Q/11 2011/12
EFTs 6,071 6,276 6,429 6,594 6,608
EFT per 1000 GWh of domestic supply 253.12 258.43 275.98 277.26 281.20
EFT per 1000 GWh of total supply 171.72 181.77 189.31 193.36 198.83
EFT per number of domestic customers 0.01 0.01 0.01 0.01 0.01
EFT per $ millions of domestic revenue 5.65 5.57 5.62 5.49 5.55
Average Salary & Benefits per STEFT |$ 76961 |$ 78,568 $ 82283|% 83466|% 88,741
Annual Wage Rate Adjustment* 2.1% 4.8% 1.5% 6.3%

* Annual Wage Rate Adjustment comes from CAC/MH I-39(b).

1

75
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PUB/MH 1-38

Reference:

2012/13 & 2013/14 Electric General Rate Application

Tab 5 Staffing Appendix 5.6 Page 10

b) Please provide a schedule which indicates the total increase in salary wage,
benefits and overhead [both OM&A and Capitalized] related to changes in

EFT’s for each of the years 1999/00 to 20013/14.

ANSWER:

The total of salaries, wages, overtime and benefits related to EFTs is provided in the

following table:
Wages &

Fiscal Year Salaries Overtime Benefits Total EFTs
2007/08 $ 359249 $ 41781 $ 76807 $477 838 6071
2008/09 b 386 031 $ 45890 o1 8367 $ 500 592 6276
2009/10 $ 407 988 $ 50307 $ 83013 $ 541 307 6 429
2010/11 $ 425 158 $ 50704 $ 95376 $571238 6 594
2011/12 $ 451 925 $ 54987 $ 104444 $611356 6 608
2012/13 Forecast $ 476 887 $ 56005 $ 109649 $ 642 542 6842
2013/14 Forecast $ 486 425 $ 57126 $ 111842 $ 655393 6 842




PUB/MH 1-38

2012/13 & 2013/14 Electric General Rate Application

Reference: Tab 5 Staffing Appendix 5.6 Page 10

c) Please indicate the total increases in wages and benefits attributable to new
labour agreements on IFF11-2.

ANSWER:

The recently concluded labour agreement with IBEW provided for the following increases in

wages:

January 1, 2012
April 1,2012

January 1, 2013
January 1, 2014
January 1, 2015

2.5%

2.0% market adjustment for trades classifications
0.0%

2.75%

2.75%

The impact of the IBEW wage settlement on the IFF is as follows:

2012/13 $6.2 million
2013/14 $1.2 million
2014/15 $4.8 million
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PUB/MH 1-38

Reference: Tab 5 Staffing Appendix 5.6 Page 10

d) Please provide a schedule which indicates the salary, wages and benefits as a
percentage of OM&A, percentage of domestic revenue, and salary wages and
benefits capitalized,

ANSWER:

Please see the following tables for salary, wages and benefits information for 2007/08
through 2013/14.

Labour & Benefits includes salary, wages, overtime and benefits.

(in thousands of $)

Lebowr and Benefits as a Percentage 200708 2008/09 2009/10 2010111 201112 201213 2013/14

of OM&A and Domestic Revenuoe Actgal Actgal Actoal Actgal Actal Farecast Forecast

Labour and Benefits $477.838 $509.592 $541,307 $571.238 $611.356 $642,542 $655.393

Tutal OM&A Custs (befure capitalizstivn) $638,594 $687,149 $722,951 $748,471 £787,156 §823,765 $848,951
Labour and Benefits as 2 %s of OM&EA 14 %% 14 M 14 o b I Mo F14% 2%

Damestic Ravanne (GCR) £1,074,581 1126812 $1.144 RY| £1,200,3%1 $i491,117 $£1,335571 £1.399,088
Lobour and Benefits as a % of GCR 44 5% 452% 47 3% 47.6% 513% 42 1% 46 2%

Activity charges form the basis for cost allocation to capital projects and are built up from a
number of cost components including salaries, wages and benefits, meals &
accommodations, transportation costs etc. Overhead is also capitalized as a percentage of
activity charges and includes a number of cost categories, some of which have a labour and
benefit component. Direct quantification of the labour and benefit component of both
activity charges and overhead is not available as the approach taken by Manitoba Hydro is
one of cost allocation. The following provides an estimate of the amount of labour and
benefits capitalized through activity charges and associated overhead. Please note that
2013/14 does not reflect the impact of IFRS changes.

(in thousands of $)
200708 2008/09 2009/10 2010111 201112 2012/13 2013/14
Aclial Actual Actlual Actual Actuadl Furecast Furecast
Capital Order Activities (8192.338) ($203,0TDH ($224,298) ($243,545) ($268,651) ($246.065) (8250,986)
Capitalized Overhoad ($67,289) ($65,743) ($60,151) ($47,336) ($53,084) ($69,434) ($70,823)

Labour & Benefits Capitalized (£185,900) (£193,500) ($207,600) ($221,200) ($246,800) ($264,400) (£269,700)
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PUB/MH 1-38
Tab 5 Staffing Appendix 5.6 Page 10

Reference:

e) Please provide the total Labour & Benefits Costs and the dollar and percentage
of Labour & Benefits Capitalized for each of the years 1999/00 to 2013/14.
Include the EFT equivalent in each year of Labour & Benefits capitalized.

ANSWER:
Please see schedule:
200708 200809 2009/10 2010/11 2011/12 2012/13 2013/14
Actual Actmal Actual Actual Actmal Forecast Forecast
Labowr and Benefits $477,838 $509,592 $541,307 $571,238 $611,356 $642,542 $655,393
Labour & Benefits Capitalized
in dollars $185,900 $193,500 $207,600 $221,200 $246,800 $264,400 $269,700
asa percentage of total Labour and Benefits 39% 38% 38% 39% 40% 41% 41%
2369 2397 2479 2 566 2678 2825 2825

EFTs (S/T & O/T) capitalized
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PUB/MH 11-2

Subject: Tab 3 Corporate Overview
Reference: PUB/MH I-5 (¢)

b) Please update the response to include the % of Labour and Benefits Capitalized
(based on 75% proportion of Capital Order Activity) and explain the factors
that have led to the increase in the proportion of labour and benefits capitalized
since 2004/05

ANSWER:

The following chart provides the % of labour and benefits capitalized to total labour &
benefits:

2003/04 2004/05 200506 2006/07 2007/08 2008/09 2009/10 201011 2011112

Actua! Actua! Fovecsdt Forecad

Aciuai Actuil Aetual Jite ity AdkiE Actua! Foreesst
Labour & Benefits Capitalized ~ $111,577 $118297 $127844  $132,744 $144,254 $153,881 $173,305 $176,280 $179,806
Total Labour and Beaefits $398,449 $423,093 $440,473 $457,233 $477,838 $509,592 $544,952 $556,311 $569,106

% of Lab. & Ben CapJTotal 28% 28% 29% 29% 3% 30% 2% 32% 2%

The increase in percentage of labour and benefits capitalized over the period is related to the
expanded capital program, including significant new generation/transmission projects over

the same period.

2010 06 24 Page 1 of 1



2012/13 & 2013/14 Electric General Rate Application

PUB/MH I1-6
Reference: PUB/MH I-9 (b)/ PUB/MPI 1-75

The question requested the comparison with electric utilities in Canada including BC,
Saskatchewan, Ontario and Quebec.

a) Please provide the OM&A comparisons with Ontario, Quebec, Saskatchewan
and Alberta.

ANSWER:

Please see the following table and charts for an OM&A comparison of Manitoba Hydro,
Hydro Quebec and SaskPower. The province of Ontario and the province of Alberta do not
have vertically integrated electric utilities and therefore are not comparable to Manitoba,
Quebec and Saskatchewan.

As indicated in the response to PUB/MH I-75:

e SaskPower's OM&A is no longer directly comparable due to the conversion to IFRS
starting in fiscal 2011 with the restatement of fiscal 2010 results.

e BC Hydro’s OM&A is no longer directly comparable due to a significant accounting
change that resulted in its OM&A expense starting in fiscal 2011, being retroactively
applied back to fiscal 2010. As stated in BC Hydro’s 2011 Annual report, on page 32,
“Commencing in fiscal 2011, BC Hydro changed its reporting of regulatory account
transfers on the statement of operations to report individual line items net of transfers to
regulatory accounts, as compared to prior years in which aggregate net transfers to
regulatory accounts were reported as a single separate line item and income was reported
both before and after regulatory account transfers.” BCTC was integrated with BC
Hydro during fiscal 2011, resulting in comparability issues for fiscal 2011 and fiscal
2012. A comparison to BC Hydro has not been provided.

The Hydro Quebec and SaskPower information comes from their 2011 Annual Reports.

2012 1026 Page 1 of 3
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2008 2000 2010 2011 2012

Manitoba Hydro OM&A $ 323 § 364 $ g & 397 $ 403
Hydro Quebec OM&A 2,556 2,502 2,527 2,579 2,571
SaskPower OM&A 4186 427 495 513 575
Manitoba Hydro Customers 521,599 527,472 532,359 537,299 542,681
Hydro Quebec Customers 3,868,972 3,913,444 3,960,332 4,011,789 4,060,195
SaskPower Customers 451,713 460,006 467,329 473,007 481,985
Manitoba Hydro GWh 35,354 34,528 33,961 34,102 33,235
Hydro Quebec GWh 208,156 206,603 203,181 203,842 207,693
SaskPower GWh 18,774 18,601 17,989 18,862 19,675
OM&A per Customer
Manitoba Hydro $ 619 § 691 $ 709 § 739 § 743
Hydro Quebec 661 639 638 643 633
SaskPower 921 928 1,059 1,085 1,193
OMB&A per GWh
Manitoba Hydro $ 9,128 $ 10550 $ 11,117 $ 11640 $ 12,135
Hydro Quebec 12,279 12,110 12,437 12,652 12,379
SaskPower 22,158 22,956 27,517 27,198 29,225
Operating, Maintenance & Administrative Expense per
Customer Comparison
$1,300 —— — —_ ———————
$1,200
$1,100 =)
$1.000
$900
$800
—— 2
$700 === '
$600 — X = '
$500 . : . :
2008 2009 2010 2011 2012
—o—Manltoba Hydro ~#i—Hydro Quebec SaskPower
20121026 Page 2 of 3
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Operating, Maintenance & Administrative Expense per GWh

$35,500
$30500 |
$25,600
$20,500 {—
$15,500 |
$10500 | o
$5.500 |

$600 |

2008 2000 2010 2011 2012

=¢-Manitoba Hydro -a—Hydro Quebec SaskPower

] io ‘;\ 2012 10 26 Page 3 of 3
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CAC/MH 1-37

Subject: Financial Results & Forecast
Reference: Tab 5, Appendix 5.6, Page 1

a) Given that 2007/08 was the last year for which actual values were provided in
the previous GRA, please revise the table to include 2008/09.

ANSWER:
Please see revised schedule below which includes fiscal 2008/09 information. Please note

that the number of customers for fiscal 2010/11 should read 537,299 not 537,229 as filed in
Appendix 5.6; calculations have been updated to reflect this change.

Average

(in thousands of $) 2008/09  2009/10 2010/11  2011/12 | 2012713 2013/14 Annual

Actmal Actnal Actmal Actual Forecast JForecast Increase
Feciric OM&A (per Anninal Report) $ 369103 $ 379697 $ 403067 $ 410717 |$ 453497 $ 538770
Less: Subsidiaries 4 816 2146 6121 7414 6531 6 945
Accounting Changes $ 13000 11240 30910 34973 67 059 139974
‘Wuskwatim 7 881 9 635

Electric OM&A after adjusting for subsidiaries, accounting

changes and Wuskwatim $ 351287 $ 366311 % 366036 % 3683305 372026 § 382216

% Increase 8.86% 4.28% -0.08% 0.63% 1.00% 2.74% 2.87%
Number of Customers 527472 532359 537299 542681 549150 555651 0.87%
Cosl Per Customer $ 666 $ 688 $ 681 8§ 679 | $ 677 $ 688

% Increase (Decrease) 7.65% 3.32% -0.99% -0.37% -0.19% 1.54% 1.63%
Canadinn CPI 1.20% 1.40% 3.30% 1.90% 2.10% 2.00% 1.98%

1~
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MANITOBA

THE PUBLIC UTILITIES BOARD ACT

THE MANITOBA HYDRO ACT

THE CROWN CORPORATIONS PUBLIC
REVIEW AND ACCOUNTABILITY ACT

Before: Graham Lane CA, Chairman
Robert Mayer Q.C., Vice-Chair

Board Order 5/12

January 17, 2012

A FINAL ORDER WITH RESPECT TO MANITOBA HYDRO’S
APPLICATION FOR INCREASED 2010/11 AND 2011/12
RATES AND OTHER RELATED MATTERS
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Board Order 5/12
January 17,2012
Page 95 of 232

anticipated mitigation payments to be incurred, the Corporation has recorded a liability
of $129 million as of March 31, 2010.

MH has also entered into agreements with the Province whereby MH has assumed
obligations of the Province with respect to certain northern development projects. MH
assumed obligations totalling $145 million for which water power rental charges were
fixed until March 31, 2001. The remaining liability outstanding as of March 31, 2010 was
$12 million. All mitigation cost obligations, including those Provincial obligations
assumed by MH, are capitalized and amortized over the remaining life of the generation

and transmission assets to which they pertain.

9.5.0 INTERNATIONAL FINANCIAL REPORTING STANDARDS
(IFRS)
9.5.1 IFRS Transition

International Financial Reporting Standards (IFRS) will be adopted by Canadian
Generally Accepted Accounting Principles (GAAP) to be implemented effective January
1, 2011. Canadian utilites have been granted an optional one-year deferral of the
implementation of IFRS to years-commencing on or after January 1, 2012. This allows
for a transition of accounting standards that do not recognize rate-regulated assets and
liabilities. MH will be required to prepare IFRS-compliant financial statements for its

fiscal year 2012/13 with comparative financial information for 2011/12.

The implementation of IFRS has prompted MH to delay undertaking Board-requested
studies, including an independent benchmarking study of key performance metrics
comparing MH’s operations with other utiliies as well as an Asset Condition
Assessment Report. These studies were ordered in Directive 4 and Directive 7,

respectively, of Order 150/08.



Board Order 5/12
January 17, 2012
Page 96 of 232

9.5.2 Rate-Regulated Assets & Liabilities

IFRS does not currently recognize rate-regulated accounting. If standards remain
unchanged, MH will be required to write off the accumulated balance of its rate-
regulated assets against retained earnings and expense expenditures previously

deferred due to rate regulation as incurred.

MH stated that its rate-regulated assets were $299 million as of March 31, 2010, of
which $229 million relate to electric operations and $70 million 1o gas operations. A
major component of rate-regulated assets is approximately $40 million in annual Power
Smart DSM program costs. Currently, DSM expenditures are amortized over a 10-year

period. Under IFRS, the amount would be expensed in the year incurred.

With respect to the implications of conversion to IFRS on the rate-setting process, MH
believes that any changes in accounting practices can be accommodated within the
rate-setting framework :Since IFRS result in changes to the timing when certain costs
will be recognized in its operating accounts, MH believes that some mechanism may be

srequired to defer certain costs for rate-setting purposes. MH stated that it would provide
_the Board with alternatives to consider at the appropriate time.

9.5.3 Other Accounting Impacts

Canadian GAAP converged with IFRS related to accounting for Goodwill and Intangible
Assets in fiscal 2010. IFRS does not allow planning studies to be capitalized, which
were previously amortized over 15 years, unless there is assurance that the facilities will
be built. As a result, MH was required to write off $37 million in deferred costs including
computer development, general advertising and promotion and planning studies to
retained earnings, impacting MH's 2008/09 retained earnings. Included in the write off

were $25.2 million in unamortized planning studies.

IFRS also has more restrictive requirements for the type of expenditures that can be
capitalized. IFRS does not allow advertising and promoticnal activities, administrative

and other general overhead expenditures, property and business taxes and interest on
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common assets to be capitalized. MH adjusted its overhead capitalization policy
accordingly by reducing the amount of overhead capitalized to capital projects from 24%
to 17% for 2010/11.

As a result of the accounting policy changes, MH reduced its total capitalized overhead
by $5 million in 2008/09 and an additional $4 million in 2009/10. It also made a provision
of $18 million in 2010/11 and $14 million in 2011/12, reflecting a reduction in the

overhead rate.

9.6.0 O&A COST CONTROL PROCESS

MH’s forecast provides for a productivity factor in the order of 0.5% to 1% annually in
the setting of its business unit O&A targets. In response to the economic downturn, MH
has put in place measures to constrain the increase of O&A, including a freeze on hiring
of new positions (with the exception of line trades trainees), restrictions on out-of-
province travel, rationalization of fleet vehicles, extension of service lives of computers

and equipment and reduction of overtime costs where possible.

MH indicated that such measures were short-term and that cost containment measures
would not compromise system safety and reliability. MH stated that such steps had
resulted in reducing the year-over-year changes in O&A by 5% or $16 million in the first

10 months of the current fiscal year.
In Order 116/08 the Board stated:

“Although Hydro’s operating and administrative expenses appear
reasonable, the Board urges Hydro to continue to control these
expenses through aggressive cost control initiatives and
management of the labour force. The Board appreciates that some
operating and administration expenses, particularly payments to the
Province, are beyond Hydro’s control. However, it remains
necessary for Hydro to continue to be diligent in taking steps to
control all such costs and improve efficiencies. Corporate
Performance measures such as operating and administration cost
per customer or per kW.h targets are of great assistance in
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Alberta Utilities Commission waww.auc.al ca

Rule 026

Rule Regarding Regulatory Account Procedures Pertaining to the Implementation of
the International Financial Reporting Standards

The Alberta Utilities Commission (AUC/Commission) has approved this rule on May 19, 2009.
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Definitions

1 In this rule,

(a) “Existing Accounting Practice” means the accounting procedures and policies in
use by a Utility, that have been approved by the Commission for rate-making
purposes, immediately prior to the adoption of this Rule;

®) “Existing Canadian GAAP” means the widely accepted set of rules, conventions,
standards, and procedures for reporting financial information, as established by
the Accounting Standards Board;

(c) “First IFRS-Compliant GRA/GTA” means the first General Rate
Application/General Tariff Application filed by a Utility which includes the
Utility’s IFRS Adoption Date in the forecast test period;

(d  “IAS” or “International Accounting Standards” refers to the standards issued by
the International Accounting Standards Committee from 1973 to 2000, when it
was replaced by the International Accounting Standards Board (IASB), and as
amended or replaced by the IASB;

AUC Rule 026: Rule Regarding Regulatory Accounting Procedures Pertaining to the Implementation of IFRS 1
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Appendix I — Guiding Principles

These Guiding Principles are all equally important and are to be viewed as a collective set of
principles rather than a list of individual statements.

. The methodologies used by the AUC to establish just and reasonable rates have not
always been the same as those used for external financial reporting purposes. The
Commission has and will retain the authority to establish Regulatory Accounting and
regulatory reporting requirements and as such, IFRS requirements will not be the sole
driver of regulatory requirements.

. Future Regulatory Accounting and regulatory reporting requirements established by the
Commission will continue to be based on historical, sound regulatory principles.
Examples of these principles can be found in statutes, regulatory and court decisions and
regulatory texts and include intergenerational equity, minimizing rate volatility and use of
historical costs rather than fair market, or any other values.

. Future Regulatory Accounting and regulatory reporting requirements established by the
Commission will, in considering IFRS requirements, balance the effects on customer

cctag mimd clinaala il dans? wadve . 41 i
rates and shareholders’ roturn. Any shifting of risk between customers and shareholders
will be minimized.

. Future Regulatory Accounting and regulatory reporting requirements established by the
Commission will be aligned as much as possible with IFRS. In establishing any future
Regulatory Accounting and regulatory reporting requirements that deviate from IFRS, the
Commission will ensure that any such deviations and their impact are in the public
interest.

. Future Regulatory Accounting and regulatory reporting requirements established by the
Commission will be universal and standardized for all utilities while still recognizing that
utility-specific issues can be addressed through that utility’s applications.

AUC Rule 026: Rule Regarding Regulatory Accounting Procedures Pertaining to the Implementatlon of the IFRS * 9



,

Ontario Energy Board

Ontario

EB-2008-0408

Report of the Board

Transition to International Financial Reporting
Standards

July 28, 2009

191



192

177 W

Report of the Board Transition to International Financial Reporting Standards
Appendix 2

Appendix 2: Summary of Board Policy

1. Principles

1.1 The methodologies used by the Board to establish just and reasonable rates have
not always been the same as those used for external financial reporting purposes.
The Board has and will retain the authority to establish regulatory accounting and
regulatory reporting requirements. While IFRS accounting requirements are an
important consideration in determining regulatory requirements, the objective of just
and reasonable rates will continue to be the primary driver of such requirements.

1.2 Future regulatory accounting and regulatory reporting requirements established by
the Board will continue to be based on sound regulatory principles. These principles
include fairness, minimizing intergenerational inequity and minimizing rate volatility.

1.3 Future regulatory accounting and regulatory reporting requirements established by
the Board will, in taking into account IFRS requirements, balance the effects on both
customers and shareholders.

1.4 Future regulatory accounting and regulatory reporting requirements established by
the Board will be aligned with IFRS requirements as long as that alignment is not
inconsistent with sound regulatory rate making principles,

1.5 Future regulatory accounting and regulatory reporting requirements established by
the Board will be universal and standardized for all utilities, while recognizing that
utility-specific issues can be addressed through a utility’s applications. The Board will
not require modified IFRS filing and reporting requirements for utilities that are not
otherwise required to adopt IFRS for financial reporting purposes.

Major Points of Departure between Existing Regulatory Accounting
and Rate Making as Compared to IFRS

2. Regulatory Assets and Liabilities

2.1 The Board will continue to use deferral and variance accounts for rate making in
appropriate circumstances, whether or not these accounts are recognized under IFRS.

2.2 The Board will continue to apply the existing approach in the use and
establishment of deferral and variance accounts at this time. The Board may consider
the review and adjustment of its existing approach when the rulings from the
International Accounting Standards Board are received and the interpretation of IFRS
becomes clearer.

39



2012/13 & 2013/14 Electric General Rate Application

CAC/MH 1-36

Subject:
Reference:

Preamble:

IFRS
Tab 5, Page 16 , Appendix 5.5, page 13 - 14

MH states: In addition, Manitoba Hydro Power Smart programs costs,
Site Remediation costs and Regulatory costs will now have to be expensed
as incurred, as they will no longer be eligible to be treated as a rate
regulated asset under IFRS. [emphasis added]

MH also states: However, no decision as to the future direction of the ED
[Exposure Draft] was reached. rather, because of the diversity in
responses to the ED and the concern that diversity may arise in practice,
IASB staff were directed to conduct further analysis and research and to
present their findings at a future meeting. [emphasis added]

g) Relative to the uncertainty regarding the treatment of rate regulated activities,
including treatment of regulatory assets and liabilities, please complete the table
below, showing how utilities in Canadian jurisdictions are dealing with IERS for

regulatory purposes and for external reporting purposes. In particular, please
indicate whether regulatory assets and liabilities, such as deferral accounts and
reserves are used for regulatory (ratemaking) purposes and whether the entity
uses Canadian GAAP, US GAAP or IFRS under each of “Regulatory Purposes”
and “External Purposes”.

ANSWER:

This response has been prepared based only on publicly available information of utilities and

regulators with respect to financial reporting and rate setting under IFRS or US GAAP.

Manitoba Hydro is not in a position to provide a comprehensive response with respect to the

treatment of regulatory assets and liabilities by the specified Canadian utilities and their

respective provincial regulators.

Please see the following table for the information that was available to Manitoba Hydro:

2012 09 26

Page 1 of 5
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Treatment of Regulatory Assets and Liabilities

Utility:Name HEEAiCHOn Regulatory Purposes External Purposes
BC Hydro BC It is MH’s understanding, based on recent | Modified IFRS - As directed by the BC Provincial
decisions by the BCUC, that regulatory Government, BC Hydro plans to transition to a
assets and liabilities will continue to be modified version of IFRS for external reporting
used for rate setting purposes. purposes which includes all the requirements of IFRS
plus the continued use of rate regulated accounting by
way of reference to US GAAP (section ASC 980).
Regulatory assets and liabilities will continue to be
recognized for external reporting.
Fortis BC (gas) BC See BC Hydro US GAAP —regulatory assets and habilities may
continue to be recognized.
Fortis BC (electric) BC See BC Hydro US GAAP —regulatory assets and liabilities may
continue to be recognized
ATCO Electric AB As per the Alberta Utilities Commission | IFRS — deferral accounts that do not satisfy the criteria
Rule 026, “Utilities shall maintain the for recognition as an asset or liability under IFRS are
existing practice of applying to the not recognized. Impact of rate regulation disclosed in
Commission for approval of any deferral | the notes to the financial statements.
accounts that may be required for the
purpose of establishing Regulatory Assets
and Liabilities and proposing the
mechanism for their disposal.”
2012 09 26 Page 2 of 5
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2012/13 & 2013/14 Electric General Rate Application

Treatment of Regulatory Assets and Liabilities

Utility Name Jurisdiction
Regulatory Purposes External Purposes

ATCO Gas AB See ATCO Electric IFRS - deferral accounts that do not satisfy the criteria
for recognition as an asset or liability under IFRS are
not recognized. Impact of rate regulation disclosed in
the notes to the financial statements.

Fortis Alberta AB See ATCO Electric US GAAP — regulatory assets and liabilities may
continue to be recognized.

Altal.ink AB See ATCO Electric IFRS - deferral accounts that do not satisfy the criteria
for recognition as an asset or liability under IFRS are
not recognized. Some previous regulatory assets and
liabilities under CGAAP meet the criteria for
recognition as financial assets and liabilities under
IFRS.

SaskPower SK Rate regulated accounting not practiced IFRS - deferral accounts that do not satisfy the criteria

for rate setting purposes. for recognition as an asset or liability under IFRS are
not recognized

Manitoba Hydro MB MH is proposing that upon transition to IFRS - deferral accounts that do not satisfy the criteria

IFRS, financial and regulatory reporting | for recognition as an asset or liability under IFRS are
will be aligned. not recognized.

Hydro One ON The OEB will continue to use deferral US GAAP - regulatory assets and liabilities may

and variance accounts for rate making in | continue to be recognized.
the appropriate circumstances.
2012 09 26 Page 3 of 5
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2012/13 & 2013/14 Electric General Rate Application

Treatment of Regulatory Assets and Liabilities

with respect to how regulatory assets and
liabilities will be treated for rate setting

purposes.

Utility Name e Regulatory Purposes External Purposes
The OEB has granted Hydro One
permission to use US GAAP as the
accounting standard for regulatory
purposes and thus, regulatory assets and
liabilities may be used for rate setting.

Enbridge Gas Distribution ON See Hydro One US GAAP - regulatory assets and liabilities may

continue to be recognized.

Hydro Québec PQ MH was not able to obtain information IFRS - deferral accounts that do not satisfy the critenia
with respect to how regulatory assets and | for recognition as an asset or liability under IFRS are
liabilities will be treated for rate setting not recognized.
purposes.

Gaz Métro PQ See Hydro Quebec US GAAP - regulatory assets and liabilities may

continue to be recognized.

NB Power NB MH was not able to obtain information IFRS - deferral accounts that do not satisfy the criteria
with respect to how regulatory assets and | for recognition as an asset or liability under IFRS are
liabilities will be treated for rate setting not recognized.
purposes.

Nova Scotia Power NS MH was not able to obtain information US GAAP - regulatory assets and liabilities may

continue to be recognized.

2012 09 26

Page 4 of 5
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2012/13 & 2013/14 Electric General Rate Application

Treatment of Regulatory Assets and Liabilities

Utility Name Jurisdiction
Regulatory Purposes External Purposes
Newfoundland and NL Certain regulatory accounts are to be IFRS- deferral accounts that do not satisfy the critena
Labrador Hydro maintained for rate setting purposes for recognition as an asset or liability under IFRS are
not recognized.
Newfoundland Power NL Regulatory assets and liabilities are used | US GAAP — regulatory assets and liabilities may
for rate setting purposes. continue to be recognized.
2012 09 26 Page 5 of 5
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Manitoba Hydro
2012/13 & 2013/14 General Rate Application

Appendix 5.6

July 19, 2012

The following table provides a summary of the accounting changes by fiscal year:

SUMMARY OF ACCOUNTING CHANGES - ELECTRIC OPERATIONS
(in thousands of dollars)

Reduction to Costs Capitalized
Stores Overhead

Executive Costs

Property Taxes on Facilities

Interest on Common Assets (Facilities & Equipment)
General & Administrative Departimental Costs
Interest on Motor Vehicles

1T Infrastructure & Related Support

Building Depreciation & Operating Costs

Technical & Softskills Traming

Service Areas (Management Accounting, HR, Safety, etc.)
Administrative & Clerical Support Staff

Division & Department Manager

Fleet & Stores Administration

Intangible Assets
Ineligible for Capitalization

Rate Regulated Accounts
Power Smart Program

Site Remediation
Regulatory Costs

Pepsion & Benefits

Change in Discount Rate

Unamortized Past Service Amendments for Retiree
Health Spending

Past Service Pension Costs

Reclassifications

Wire & Telecom Services

Funding Payments (Town of Gillam & Frontier School
Division)

Operating Expense Recoveries

Total

199

2009/10 2010/11 2011/12  2012/13 2013/14
Actual Actual Actual  Forecast Forecast
$ 5,100 5,202 5,306 5412 5,520
2,000 2,040 2,081 2,122 2,165
2,000 2,040 2,081 2,122 2,165
11,165 11,388 11,616 11,848
4,500 4,590 4,682 4,775
3,780 3,856 3,933 4,011
17,100 17,442
9,500 9,690
10,450
8,550
8,550
6,650
1.900
9,100 28,727 29.302 56,488 93,717
4,080 4,162 4,245 4,330 4416
31,713
4,586
1.344
- - 4 - 37,643
3,445
(1,647)
(521)
- 3 3.445 - (2.169)
3,060 3,121 3,184 3,247 3,312
(5,000) (5,100) (5,202) (5,306) (5,412)
8,300 8.466
(1.940) (1,979) (2.018) 6,241 6.366

$ 11,240 § 30,910 § 34973 § 67.059 $139.974

Page 5 0of 13
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2012/13 & 2013/14 Electric General Rate Application

PUB/MH 1-42

Reference: 2011 Annual Report Page 78, Accounting Changes/ 2012 Annual Report
Please re-file IFF11-2 Pages 31 and 33 including an additional line items quantifying the
net impact of accounting changes reflected in the IFF. Please provide a further detailed
schedule on the net amount, including narrative descriptions of each of the accounting
changes and cite specific handbook sections.

ANSWER:

Please see the following schedules:

Schedule A presents the net impacts of accounting changes by operating statement line item

under CGAAP and TFRS. Narratives referencing the changes are provided following the
schedules.

Schedules C & D reflect the impact of the accounting changes in the income statement and
balance sheet of IFF11-2 respectively.

2012 09 26 Page 1 of 11
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SCHEDULE A - ACCOUNTING CHANGES - IFF11-2

2012/13 & 2013/14 Electric General Rate Application

Actual Actual Actual Actual Forecast-->
2008 2010 2011 2012 20:3 2014 2015 2016 2017 2018 2019 2020 2021 2022 Ref
Electric only (in millions of $'s)
OM&A
CGAAP Changes
Intangibles:
DSM 1 1 1 & 1 i 1 3. 2 2 2 2 2 2
Planning Studies 3 2 2z z 2 2 z 2 2 2 2 2 2 3
IT Application 1 1 i 1 1 1 1 1 1 1 1 1 1 1
Other o 1] 0 Q 0 0 o 0 0 0 0 0 0 [
Total 5 4 4 4 4 4 5 5 5 5 5 5 5 5 1
Overhead Capitalized
Stores 5 s 4 5 S 6 6 6 6 6 6 6 6 6 2
Admin& General 4 24 24 51 52 53 54 55 56 58 59 60 61 3
Store & Admin General 5 9 29 29 56 58 59 &0 €1 62 64 &5 B85 68
Change in Discount Rate on Pension & Other
Benefits 3 4
Subtota!l CGAAP Changes 10 13 33 37 61 62 63 65 66 67 68 70 71 73
IFRS Changes
DSM 32 29 29 26 22 21 19 19 19 5
Site Remediation 5 5 5 s S S 5 5 S 5
Regulatory Costs 1 1 1 1 1 all 2 2 2 5
Pension (1) {3) 1 3 4 5 6 7 9 6
Employee Benefits (amortization of RHSA) {2) {2) {2) {2) (1) (1) (1) {1) 0 6
Admin & General 36 37 37 33 39 40 40 41 42 7
Subtotal IFRS Changes 72 &7 72 71 69 72 72 74 76
Reclassifications
Wire & Telecom Services 3 3 3 3 3 3 3 3 4 4 4 4 4 4
Funding Agreements (5) (5) (5) (5) (5) (6) (6) (6) (6) (6) (6) (6} (6) 9
Operating Expense Recoveries 8 8 9 9 9 9 9 10 10 10 10
Subtotal Reclassifications 3 12} (2) {2} & 5 & T 7 7 7 T 7 7
Total OMEA Accounting Changes 13 11 31 35 67 140 136 143 144 143 147 149 152 156
2012 09 26 Page 2 of 11
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SCHEDULE A - ACCOUNTING CHANGES - IFF11-2 cont'd

2012/13 & 2013/14 Electric General Rate Application

Electric only (in millions of $'s) Actual Actual Actual Actual Forecast-->

DEPRECIATION & AMORTIZATION EXPENSE 2009 2010 20131 2012 2013 2014 2015 2016 2017 2018 2018 2020 201 2022 Bef

CGAAP Changes ——
Administrative & General Overhead Capitalized - (0) (1) (2) (2} (3) (4) (4) (5} (6) (7) 3
Average Service Life (35} {38) {23) {43) (a4) (45} (49) (53) (57 (65} (s8)) 11

Subtotal CGAAP Changes {35} {33) [41) (23] (46} (43) {52 (571 (&2) (70] (78}

IFRS Changes
Administrative & General Overhead Capitalized (0) (1) (2) {3 (4) (5) (6) (7) (e ?
Reduction in Amortization of Rate Regulated Assets - (37 (39) (40) (40) (39) (36) (34) (33) (32) 5
Change to Equal Life Group Depreciation method - 32 33 35 36 39 43 a4 51 53 12
Remaval of Net Salvage from depreciation rates |55} (58] (61} 184} {721 [22) |85) (98] (59 1B

Subtotal IFRS Changes k. 168} (&3] (B8} 171} (73] {30} {81) (85} (88}

Total Depreciation Accounting Changes (35) (39) [hinh] {109) (114) (120) {128) {137) {143) {155} {160}
FINANCE EXPENSE

CGAAP Changes o 0 a 0 0 1 1 1 1 1 1

IFRS Changes - 2 2 2 2 1 1 ¢} 0 1]

Tetal Finance Expense Accounting Changes 0 0 3 3 2 2 2 2 1 1 1 14
CAPITAL TAX EXPENSE

CGAAP Changes 1] 0 ] 0 0 1 1 1 1 1 1

IFRS Changes - > (2) (2) (2) (2) (1) (1} (1) (1) (1)

Total Capital Tax Expense Accounting Ch 0 0 (1) {1) (1) (1) {1) (1) {0) (0) 0 14
2012 09 26 Page 3 of 11
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SCHEDULE B - ACCOUNTING CHANGES IMPACT TO RETAINED EARNINGS - IFF11-2

2012/13 & 2013/14 Electric General Rate Application

Electric only (in millions of §'s) Actual Actual Actual Actval Forecast —>
IMPACT TO RETAINED EARNINGS 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 Total
CGAAP Changes
Retrospective adjustment for intangible Assets (35) (35)
Annual change to OMZA (10) (13) (33) (37 (61) (62) {63} {65) (66) {67) (68} (70) (71) (73)| (759)
Annual change to Depreciation & Amortization - - . 35 38 41 44 a6 43 52 57 62 70 74| 510
Annual change to Finance & Capital Tax Changes - - - (0) (1) (1) {1 (1) (1) (1) (1) (2) i2) (2} (13
Total (10) (48) (33) 2 ) 22 (20) {20} (18) (16) (13) (10) (3) (1) (23¢)
IFRS Changes
Annual change to OM&A - (72) (67) (72) (71) (69) (72) (72) (74) (76)| (644)
Annual change to Depreciation & Amortization - - - 60 65 68 71 75 80 81 85 86 672
Annual change to Finance & Capital Tax Changes - - (1) {0) 0 (0) 0 [1] 1 1 1 2
Write Offs to: =
Power Smart Programs (183) (183)
Site Remediation {36) (36)
Acquisition (Centra & Manitoba Hydro) {20} (20)
Regulatory Costs (2) 2
Administrative Overhead (36) (36)
Removal of Net Salvage Depreciation 53 53
Change to Equal Life Group Depreciation (31} (31)
Employee Benefits (22} (22)
Total - - - - (288) (2 (@ [0) 6 8 n 12 10| (247)
Total Annual Impact to Retained Eamings {10) [48) {33) [2) (23) (310} (22) {23) (19) {10) {5} 1 9 9| ([483)
2012 09 26 Page 4 of 11

€0¢



-y

2012/13 & 2013/14 Electric General Rate Application

Reference

Description

Accounting Handbook Reference

1

The OM&A adjustments for intangible assets under
CGAAP reflect a change (new section 3064 Goodwill
and Intangible Assets) in the Canadian accounting
standards for Goodwill and Intangible assets that was
effective for MH April 1, 2009. The new standard was
barmonized with IFRS and required research and
promotional costs to be expensed as incurred with
retrospective application. Approximately $35 million
was adjusted to retained earnings in fiscal 2009/10 for
research and promotional costs included in opening
intangible asset balances.

Effective April 1, 2009 and forward, research and
promotional costs associated with intangible assets are
expensed as incurred

CGAAP - Section 3064 Goodwill and Intangible Assets

.37 No iniangible asset arising from research (or from the research
phase of an internal project) should be recognized. Expenditure on
research (or on the research phase of an internal project) should be
recognized as an expense when it is incurred. [OCT. 2008]

.52 In sorne cases, expenditure is incurred to provide future
economic benefits to an entity, but no intangible asset or other asset
is acquired or created that can be recognized,...,Other examples of
expenditure that is recognized as an expense when it is incurred
include expenditure on:

(a) start-up activities (i.e., start-up costs),

(b) training activities.

(c) advertising and promotional activities.

2 The OM&A adjustments for stores reflect a change in the | CGAAP —Section 3031 Inventories
accounting standards for costs eligible to be included in .16 Examples of costs excluded from the cost of inventories and
the cost of inventories. The CGAAP section 3031 recognized as expenses in the period in which they are incurred are:
Inventories is converged with IFRS and was effective for | (2) abnormal amounts of wasted materials, labour or other
MH April 1, 2007. As per Section 3031, storage related production costs;
overhead charges are no longer permitted in the cost of (b) storage costs, unless those costs are necessary in the
material in inventory. production process before a further production stage;
(c) administrative overheads that do not contribute to bringing
inventories to their present location and condition; and
3 The' rec.luction n admi.nistrative and general overhead CGAAP — Section 3061 Property, plant & equipment:
capitalized reflects adjustments made under CGAAP to 5 . .
. . . ki 20 The cost of an item of property, plant and equipment includes
become more consistent with other Canadian utilities. ) - g
The adiustments result in the following: direct construction or development costs (such as materials and
J ' . . g labour), and overhead costs directly attributable to the construction
e an armual increase in operating and o
I or development activity.
administrative expense;
2012 09 26
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2012/13 & 2013/14 Electric General Rate Application

o reductions in plant asset values for amounts no
longer capitalized; and

¢ reductions in depreciation expense as a result of
reduced asset values.

These changes were identified through discussions with other
Canadian utilities.

The increase in the pension and employee benefits cost is
a result of a reduction in the 2011/12 discount rate and
the corresponding increase in current service cost for
employee benefits.

CGAAP - Section 3461 Employee Future Benefits:

.50 ~ For a defined benefit plan, the discount rate used to
determine the accrued benefit obligation should be an interest rate
determined by reference to:

(a) market interest rates at the measurement date on high-quality
debt instruments with cash flows that match the timing and amount
of expected benefit payments; or

(b) the interest rate inherent in the amount at which the accrued
benefit obligation could be settled. [JAN. 2000]

054  The discount rate is re-evaluated at each measurement date.
When long-term interest rates rise or decline, the discount rate
changes in a similar manner.

IFF 11-2 assumes rate-regulated accounting is not
permitted under IFRS and thus, rate-regulated accounting
will be eliminated upon transition. The impacts of this
assumption are as follows

e upon transition to IFRS, a one-time adjustment to
retained earnings will be made for unamortized rate-
regulated account balances;

e future expenditures on these items will be expensed
as incurred resulting in an annual increase to
operating and administrative expense; and

¢ areduction to depreciation and amortization for
previously deferred regulatory accounts.

Unlike CGAAP and US GAAP, there is no specific IFRS standard
that permits rate-regulated accounting. Generally, the application of
the existing IFRS framework has not resulted in the recognition of
regulatory assets and liabilities.

2012 09 26
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2012/13 & 2013/14 Electric General Rate Application

6 Overall, changes to the accounting for pension and IFRS - TAS 19 Employee Benefits:
benefits results in an increase in pension and benefit .120  An entity shall recognise the components of defined benefit
costs upon transition to IFRS. The primary pension cost, except to the extent that another IFRS requires or permits their
accounting changes include: inclusion in the cost of an asset, as follows:
e upon transition, unamortized pension gains and = ‘i 6it or loss:
losses will be adjusted to accumulated other (@) SeIVICC'GOSHIMIPIORIOL 10SS:... o )
comprehensive income; (c) re-measurements (_)f th'e net defined benefit liability (asset) in
e the elimination of “corridor” determined other comprehensive income.
amortization for unrealized pension experience gains |- 125 Interest income on plan assets is a2 component of the return on
and losses as IFRS requires annual gains and losses | plan assets, and is determined by multiplying the fair value of the
to be recognized in Other Comprehensive Income; | plan assets by the discount rate specified in paragraph 83, both as
and determined at the start of the annual reporting period, taking account
e the use of the pension discount rate for recording of any changes in the plan assets held during the period as a result of
expected returns on plan assets as opposed to the contributions and benefit payments.
expected market interest rate of return as per .103  An entity shall recognise past service cost as an expense at
CGAAP. the earlier of the following dates:
() when the plan amendment or curtailment occurs; and
(b) when the entity recognises related restructuring costs or
termination benefits (see paragraph 165).
Employee benefits: Employee Benefits:

The primary employee benefit related changes include: | 15  Accurnulating paid absences are those that are carried forward
e upon transition, unamortized past service and can be used in future periods if the current period's entitlement
adjustments will be adjusted to retained eamings; is not used in full. ,..., An obligation arises as employees render

and service that increases their entitlement to future paid absences. The
o future annual benefits expense will be higher for the | obligation exists, and is recognised, even if the paid absences are
recognition of benefits attributed to unvested non-vesting, although the possibility that employees may leave
employees for benefits such as sick leave and before they use an accumulated non-vesting entitlement affects the
severance. Such unvested benefits were not measurement of that obligation.
recognized under CGAAP, but are required to be
recognized under IFRS.
7 The reduction in administrative and general overhead IFRS - IAS 16 Property, plant & equipment:
capitalized reflects adjustments to comply with IFRS .19 Examples of costs that are not costs of an item of property, plant
upon transition. JFRS does not permit the capitalization
2012 09 26
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2012/13 & 2013/14 Electric General Rate Application

of general administrative and overhead costs. The
adjustments result in the following:
e ap anpual increase in operating and administrative
€Xpense;
¢ reductions in plant asset values for amounts no
longer capitalized; and
e reductions in depreciation expense as a result of
reduced asset values.

and equipment are:,...

(d) administration and other general overhead costs.

8 The increase to OM&A resulting from Wire and Telecom | No accounting standard reference applies
services reflects a change in MH’s financial reporting
where the operations pertaining to Wire and Telecom
services are now reported under Manitoba Hydro
International.
9 The reduction to OM&A resulting from Funding CGAAP - Section 1000 Financial Statement Concepts
payments (Town of Gillam & Frontier School Division) | 21  For the information provided in financial statements to be
reflect the reclassification of these expenditures from useful, it must be reliable. Information is reliable when it is in
OM&A to Capital & Other taxes as this more agreement with the actual underlying transactions and events, ...
appropriately reflects the nature of these expenditures. (@) ...Thus, transactions and events are accounted for and presented
in a manner that conveys their substance rather than necessarily their
legal or other form.
10 The adjustments for operating expense recoveries are to | IFRS - IAS 1 Presentation of Financial Statements:

comply with the financial reporting requirements of . 32 - An entity shall not offset assets and liabilities or income and

IFRS. Revenues that were once netted against operating | expenses, unless required or permitted by an IFRS.

costs for financial reporting will be reported as revenue

in the future as IFRS generally does not permit netting of

revenues and expenses.

11 The net result of the -depr‘eciation stud_y under CGAAP CGAAP — 3061 Property, plant & equipment:
and the average service life approach is an overall L AL, . . .
reduction in annual depreciation expense for MH due to 28 Amortlzatlox.l should be recogmzed.m a rational and systematic
changes in the service lives for certain asset groups. This AniEh appropriate = - — qf Rl property, pléuit and
change is required to be implemented under Canadian equipment with a limited life and its use by the enterprise.

2012 09 26
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2012/13 & 2013/14 Electric General Rate Application

GAAP.

.33  The amortization method and estimates of the life and useful
life of an item of property, plant and equipment should be reviewed
on a regular basis. [DEC. 1990 *]

12

Upon adoption of IFRS, MH will be moving from the
Average Service Life method of depreciation to the
Equal Life Group method; increasing annual depreciation
expense.

IFRS - IAS 16 Property, plant & equipment:
The key IFRS reference supporting the move to the ELG method is:

68 The gain or loss arising from the de-recognition of an item of
property, plant and equipment shall be included in profit or loss
when the item is de-recognised. Gains shall not be classified as
revenue.

13

Upon adoption of IFRS, MH will be removing the
impact of net salvage from depreciation rates; decreasing
annual depreciation expense.

-The Inclusion of net salvage in depreciation rates is a regulatory
practice applied under CGAAP by Canadian utilities. Given that
IFRS does not recognize rate regulated activities, the practice of
including negative salvage in depreciation rates will be
discontinued upon transition to IFRS. No IFRS standard reference
is available for rate-regulated accounting.

14

The changes to finance expense and capital and other
taxes reflect the cumulative impacts of changes 1 — 12 as
identified in this chart.

Please see descriptions as provided in 1- 12.

2012 09 26
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2012/13 & 2013/14 Electric General Rate Application

SCHEDULE C - ACCOUNTING CHANGES - IMPACT ON IFFi1-2

For the year ended March 31

REVENUES

General Consumers
at approved rates
additional*
Exiraprovincial
Other
CGAAP Accounting Changes:

EXPENSES

Operating and Administrative
CGAAP Accounting Changes:
Reclassifications:

IFRS Accounting Changes:
Finance Expense

CGAAP Accounting Changes:
IFRS Accounting Changes:
Depreciation and Amortization
CGAAP Accounting Changes:
IFRS Accounting Changes:
Water Rentals and Assessments
Fuel and Power Purchased
Capital and Other Taxes
CGAAP Accounting Changes:
Reclassifications:

IFRS Accounting Changes:
Cormporate Allocation

Non-controlling Interest

Net Income

2012 09 26

ELECTRIC OPERATIONS (MH11-2)
PROJECTED OPERATING STATEMENT
PUB-MH I-42 - Net Impact of Accounting Changes
(In Millions of Dollars)

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
1,186 1,290 1,294 1,306 1,313 1,330 1.350 1.361 1,382 1,403 1422
0 45 106 156 208 265 325 387 455 527 603
363 341 363 394 469 502 531 554 611 821 913
7 7 8 8 8 8 8 8 9 9 9
- 8 8 9 9 9 9 ] 10 10 10
1,556 1,693 1,778 1.873 2,007 2,114 2224 2,320 2,466 2,769 2,957
363 380 392 406 404 410 428 433 446 459 466
37 61 62 63 65 €66 67 68 70 71 73
@) 6 8 6 7 7 7 7 7 7 7
72 67 72 71 69 72 72 74 76
385 440 450 502 535 567 638 761 802 1,146 1,108
- - - - - 1 1 1 1 1 1
- - 2 2 2 2 1 1 - - .
388 440 455 467 489 507 549 605 626 705 736
3) (39 (@1) (44) 6) {49) (52) 67 (62) 70) (74)
- - (60) (65) (68) (71) (75) (80) (81) (85) (86)
119 106 112 113 113 113 113 113 114 123 128
146 182 158 187 193 204 220 236 249 256 257
77 81 89 94 103 112 120 126 135 122 128
- - - 3 - 1 1 1 1 1 1
5 5 5 6 4] 6 6 6 6 6 6
- - @ @) @ @ (1) ™) (1) (1 ™)
9 9 8 8 8 8 8 8 8 8 8
1,492 1.671 1.709 1.810 1.881 1,953 2,101 2.300 2,393 2.823 2,833
- ) (1) W @ @ @ 3) ®) @) (10)
64 20 68 62 124 159 121 18 70 (57) 113

Page 10 of 11
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SCHEDULE D - ACCOUNTING CHANGES - IMPACT ON iFF11-2

For the year ended March 31

ASSETS

Plantin Senvice

CGAAP Accounting Changes pre 2012:
CGAAP Accounting changes

IFRS Accounting Changes
Accumulated Depreciation

CGAAP Accounting Changes:

IFRS Accounting Changes:

Net Plant in Service

Construction in Progress

Current and Other Assets

CGAAP Accounting Changes pre 2012:
IFRS Accounting Changes:

Goodwill and Intangible Assets

Regulated Assets

IFRS Accounting Changes:

LIABILITIES AND EQUITY

Long-Term Debt

Current and Other Liabilities

IFRS Accounting Changes:
Contributions in Aid of Construction
Retained Eamings

CGAAP Accounting Changes pre 2012:
CGAAP Accounting Changes:

IFRS Accounting Changes:
Accumulated Other Comprehensivie Income
IFRS Accounting Changes:

2012 09 26

2012/13 & 2013/14 Electric General Rate Application

ELECTRIC OPERATIONS (MH11-2)

s PROJECTED BALANCE SHEET

PUI3-MH 1-42 - Net Impact of Accounting Changes
{In Millions of Dollars)

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
13,880 15353 15958 16,816 17,838 18520 22,043 22,636 26,358 29,219 29,690
{56) (56) (56) (56) (56) (56) (56) (56) (56) (56) (56)
(29) (85) (143) (202) (262) (323) (385) (449) (514) (580) (648)
(36) (73) (110) (148} (187) (227) (267) (308) (350)
(4,952) (5340) (5756) (6,195) (6670)  (7.156)  (7.710) (8,321) (8,953)  (9,663)  (10,405)
35 74 115 159 205 254 306 363 425 495 569
60 125 193 264 339 419 500 585 671
8878 9946 10,142 10574 11,138 11,355 14,350 14,365 17,493 19,692 19,471
2443 2,196 3,149 3997 5014 6,410 5,346 6447 4558 3,595 4,964
1909 1,868 1,697 1,742 1,929 2,110 2,357 2,149 2,321 2,540 2,418
(3) (3) (3) (3) (3) (3) (3) (3 (3) (3) (3)
. - (367) (367) (367) (367) (367) (367) (367) (367) {367)
181 179 162 149 136 126 117 109 103 97 93
240 241 241 233 225 214 200 188 175 163 154
- - (241) (233) (225) 214) (200) {188) (175) (163) (154)
13,648 14426 14780 16,092 17,846 19631 21,800 22,701 24105 25,555 26,576
9253 9469 10909 12,169 13,789 15261 17,025 18,518 19,480 20,390 22434
1351 1916 1,386 1,502 1,560 1,727 2,031 1,430 1812 1,807 1,285
: s 20 17 14 10 5 2 1) 7 4
317 328 341 348 355 365 376 386 396 407 418
2485 2527 2,628 2712 2,860 3,037 3,168 3,191 3,261 3,194 3,297
(Ch)] (91) (91) on 91) (91 (1)) 1) 91) (81) (91)
@ (25) (46) (66) (86) (104) (120) {133) (143) {146} (147)
. . (288) (290) (294) (294) (288) (280) (270) (257) (245)
335 302 288 153 106 88 61 45 29 1 (12)
: (367) (367) (367) (367) (367) (367) (367) (367) (367)
13648 14426 14780 16,092 17,846 19,631 21,800 22,701 24105 25555 26,576
age 11 oiE5 11
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2012/13 & 2013/14 Electric General Rate Application

Reference: Tab 5 Page 18 of 36, Schedule 5.6.0 Finance Expense

a) Please re-file schedule 5.6.0 including the years 2003/04 through 2008/09.

ANSWER:

Please see the attached schedule.

MANITOBA HYDRO

Schedule 5.6.0
FINANCE EXPINSE (000's)
2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14
Actual Aclun) Actunl Actual Actual Iorecast Forecast
Interest on Short & Long-Tenn Debl
Gross Inlerest S 448,106 § 490,046 § 447346 § 476448 § 492561 S 513478  $ 550,766
Provincial Guarantee Fee 69.865 70,360 72,274 76,697 82,182 90,966 99,723
Amontiztion of (Premiuns). Discounls, and Transaction Costs (11,054) (12,322) (11,262) 2,872 255 396 430
Intcrconpany Interest Receivable - (19,774) (18,182) (15,737) 116,224) (17.318) (15,072) (15,404)
Tolal Interest on Short & Long-Tenn Debt 487,143 529.903 492,621 539,794 557,680 589,768 635,515
Interest Farned on Sinking Fund (30,180) (24,920) (23,702) (17,068) (9,828) (10,553) 9711)
Interest Allocated to Construction (60,015) (74,493) (98,121) (135,517) (167,398) (144,805) * (178,085)
Corporate Allocotion (17,483) (17,543) (17,896) (19.112) 19,179) (19,128) (19,128)
Other Amortizalion 21,331 20,116 20,365 19,946 23,765 24,359 23,053
Total Finance Expense § 400796 § 433,063 8 373267 § 388043 § 385.044 5 439641 $ 451,643
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PUB/MH 1-101

Reference: Appendix 6.2 Debt Management Strategy 2011 & 2012 GRA

a) Please refile an updated response to PUB/MH 1-69 (a) based on IFF11-2
including an updated the graph of Net Fixed Assets & Net Debt for the years
1990 through 2032 identifying the level of accumulated capitalized interest in
each year. Please provide a table of corresponding data points.

ANSWER:

The values for the years 1990 to 2012 are based on actuals, and 2013 to 2032 values are
based on the forecast IFF11-2 (Consolidated Operations).

Manitoba Hydro

Net Fixed Assets & Net Debt
Milllons of Dollars

$30,000 1 — S

$25,000

$20,000

$15,000

$10,000 -

$5,000

$0

M Net Assets @ NetDebt W Accumulated Capitalized Interest
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2012/13 & 2013/14 Electric General Rate Application

The chart illustrates the growth in net fixed assets and net long term debt that has occurred
over the past 20 years, as well as the projected growth to 2032. While net debt is expected to
grow to approximately $22.2 billion as at March 31, 2032, the corresponding investment in
generation, transmission, distribution and other assets is expected to grow to a net book value
of approximately $28.9 billion at March 31, 2032.

A table of corresponding data points is as follows:

Year |Net Assets Capitalized| Accumulated | Net Debt
Ending Interest | Capitalized
Interest

1990 3,882 97 97 | 3,889
1991 4,267 110 207 4199
1992 | 4857 72 | 279 4972
1993 | 4983 32 | 312 4,533
1994 5,067 16 328 4,948
1995 5,170 15| 342 4,508
1996 5310 19| 361 4.685 |
1997 5,464 16| 377|449
1998 5608 20 396 4,559
1999 5774 20 416 4,772
2000 | 6235 15| 431 | 5488
2001 | 6428 16| 447 6,114
2002 | 6,626 26| 43| 6146
2003 | 7,305 28 501 | 6,320
2004 7,536 32| 532 6,675
2005 | 7,776 33| 565 6,642
2006 | 8010 34 600 6,614
2007 | 8415 47 647 6,597
2008 | BO12| 60 707 | 6,870
2009 9,382 56 763 7,521
2010 | 10128 68 81| 176
2011 | 10954  138] 969 8,365
2012 11,797 170 1,139 9,010
2013 | 12,608 142 1,280 | 9,984
2014 13,771 178 1,458 | 11,019
2015 15056 | 221 1,679 | 12,354
2016 16644 | 280 1,960 | 13,905
2017 18,263 365 2,325 | 15331
2018 20,204 | 403 2,727 | 17,176
2019 21,331 387|  3114| 18358
2020 | 22,581 447 | 3,561 | 19,610
2021 | 23,830 285 | 3,846 | 21,146
2022 24,991 291 4,137 | 22392
2023 25.959 378 4,515 | 23,161
2024 26816 | 452 4,967 | 23,715
2025 | 27,816 | 403 5370 | 24,255
2026 28062 | 203 5573 | 24,126
2027 28,113 31 5,604 | 23,850
2028 | 28244 45 5650 | 23,566
2029 28,531 | 68 5717 23,270
2030 28,761 95 5812 22,966
2031 | 28882 45| 5857 | 22,562
2032 28,920 47 5904 | 22,172
2012 09 21 Page 2 of 2
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2012/13 & 2013/14 Electric General Rate Application

PUB/MH 1-101

Reference: Appendix 6.2 Debt Management Strategy 2011 & 2012 GRA

b) Please refile and updated response to PUB/MH I-69 (b) provide a corresponding
table of Net Assets, Net Debt, Retained Earnings, Debt to Equity ratio, Capital
Coverage ratio, and Interest Coverage ratio of the corresponding year.

ANSWER:

Please see the attached schedule.

2012 09 21 Page 1 of 2



2012/13 & 2013/14 Electric General Rate Application

Year Ending  ~ Net Assels Net Debt Retained Earnings | D/E Ratio I/C Ratio | C/C Ratio
| Millions of dollars Millions of dollars | Millions af dollars !
|
1990| 3,882 3,889 117 95:05 1.07!
1991 4,267 4,199 165 94:06 1.13
1992 4,857 4,972 183 94:06 1.04|
1993 4,983 4,533 159 95:05 0.95
1994, 5,067 4,948 228 93:07 1.16
1995 5,170 4,508 284 92:08, 1.13 1.00
1996 5,310 4,685 354 91:09| 1.16 1.00
1997 5,464 4,493 455 88:12; 1.23 1.10
1998 5,608 4559 566 86:14 1.25 1.13
1999 5,774 4,772 666 84:16/  1.23 1.22
2000 6,235 5,488 818 83:17 1.35 1.28
2001, 6,428 6,114 1,088 80:20 1.62 1.18
2002 6,626 6,146 1,302 77:23 1.42 1.67
2003 7,305 6,320 1,170 80:20] 1.14| 1.10
2004 7,536 6,675 734 87:13 017 (0.32)
2005 7,776 6,642 870 85:15 1.25 1.20
2006, 8,010 6,614 1,285 81:19 1.77 2.28
2007 8,415 6,597 1,407 80:20 1.23| 1.10
2008 8,912 6,870 1,822 | 7327 1.69 1.62
2009 9,382 7,521 2,076 |  77:23 1.49 1.77
2010 10,128 7,716 2,239 | 7327 1.32 1.30
2011 10,954 8,365 2,389 73:27 1.27 1.25
2012 11,797 9,010 2,450 | 7426 1.10 1.13
2013, 12,608 9,984 2,483 76:24| 1.05 1.19
2014, 13,771 11,019 2,203 82:18 1.12 1.18
2015 15,056 12,354 2,271 84:16 1.10! 1.22
2016 16,644 13,905 2,414 85:15 1.16 1.47
2017 18,263 15,331 2,587 85:15 1.18 1.58
2018 20,204 17,176 2,722 86:14 1.12 1.51
2019 21,331 18,358 2,754 87:13 1.03 1.32
2020 22,581 19,610 2,839 87:13 1.07 1.49
2021 23,830 21,146 2,796 88:12 0.97 1.45
2022 24,991 22,392 2,924 88:12 1.09 1.85
2023 25,959 23,161 | 3,150 88:12 1.15 1.92
2024 26,816 23,715 3,455 87:13 1.19 1.97
2025/ 27,816 24,255 3,872 86:14| 1.26 2.02
2026 28,062 24,126 4,338 84:16| 1.28 2.32
2027| 28,113 23,850 4,768 82:18 126 228
2028 28,244 23,566 5,292 80:20 133 252
2029, 28,531 23,270 5,898 78:22 138 254
2030, 28,761 22,966 6,607 |  76:24 145 260
12031 28,882 22,562 7,350 73:27 1.48 3.23
2032 28,920 22,172 8,245 70:30 1.62 2.92
2012 09 21 Page 2 of 2
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Financial History

Capital Interest

Debt/Equity  Coverage  Coverage

Ratio Ratio Ratio

2012 74:26 1.13 1.10
2011 73:27 1.25 1.27
2010 73:27 1.30 1.32
2009 77:23 177 148
2008 73:27 1.62 1.69
2007 80:20 1.10 1.23
2006 81:19 2.28 1.77
2005 85:15 1.20 1.25
2004 87:13 {0.32) 0.17
2003 80:20 1.10 114
2002 7723 1.67 142
2001 80:20 1.18 1.62
2000 83:17 128 135
1999 84:16 1.22 123
1998 86:14 1.13 1.25
1997 88:12 1.12 1.23
1996 91:09 1.00 1.16
1995 92:08 1.00 1.13
1994 93:07 n/a 1.16
1993* 95:05 n/a 0.95
1992 94:06 n/a 1.04

* The first unit of the Limestone Generation Station went into service in September 1

#* The DBRS long term credit rating for the period from 1992-2

2012 10 26

Total
MH
Assets

13,791
12,882
12,437
11,547
11,766
10,922
10,482
9,952
9,903
10,234
10,405
9,966
8,692
7,866
7,617
7,133
6,737
6,449
6,543
6,025
6,505

MH
Net

Income

61
150
163
266
346
122
415
136

(436)

71
214
270
152
100
111
101

70

56

70

(24)

18

2012/13 & 2013/14 Electric General Rate Application
PURBIMN IT- 2 (ay

Total MH  DBRS Bond Total Total MH
MH Retained Rating Province of Debt to Total
Debt Earnings g MB Debt MB Debt
9,382 2,450 A (high) 28,698 32.7%
8,647 2,389 A (high) 25,617 33.8%
8,538 2,239 A (high) 24,431 34.9%
8,187 2,076 A (high) 22,727 36.0%
7,571 1,822 A (high) 22,056 34.3%
7,227 1,407 A (high) 20,476 35.3%
7,169 1,285 A (high) 19,828 36.2%
7,204 870 A (high} 19,410 37.1%
7,390 734 A (high) 18,206 40.6%
7,268 1,170 A (high) 17,810 40.8%
7,661 1,302 A 20,682 37.0%
7,464 1,088 A 20,459 36.5%
6,770 818 A 19,878 34.1%
5,883 666 A 18,278 32.2%
5,548 566 A 17,378 31.9%
5,175 455 A 16,886 30.6%
5,284 354 A 16,763 31.5%
5,034 284 A 16,481 30.5%
5,406 228 A 15,670 34.5%
4,971 159 A 14,127 35.2%
5,441 183 A 12,776 42.6%

990 and all ten units were operational by September 1992.

012 is the same for both the Manitoba Hydro-Electric Board and the Province of Manitoba.

Page 2 of 2
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For the year ended March 31

New Long-Term Debt kssued:
IFF11
Interest +1%

New Long-Term Debt Interest Rate:
IFF11
Interest +1%

Change in Net Finance Expense:
Gross Interest on New Long-Term Debt
Gross Interest on Short-Term Debt
Gross Interest on Existing Floating Rate Debt
Provincial Guarantee Fee
Interest on Assets Under Construction
Interest Income
Total Change in Net Finance Expense
Cumulative Change in Net Finance Expense

Depreciation and Amortization
Capital and Other Taxes

Net Income

Retained Earnings

20121026

2012/13 & 2013/14 Electric General Rate Application

Pugimn 1T~ 52

IFF11-2 +1% INTEREST RATE SENSITIVITY COMPARED TO BASE CASE
(in Millions of Dollars)

10-Year
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 Total
200 1,000 1,600 1400 2000 2000 2600 1,800 1,800 2,000 1,800 18,200
200 1,000 1,600 1,600 2,000 2000 2800 2000 1,800 2200 2000 19,200
375% 370% 4.05% 540% 590% 620% 640% 640% 640% 640% 640%
3.75% 470% 505% 640% 690% 720% 7.40% 740% 740% 740% 7.40%
0 3 18 36 58 85 114 145 179 227 243 1,108
0 1 1 2 0 0 (0) 2 0 0) 1 7
0 10 14 12 11 8 6 4 4 4 4 76
0 0 0 0 1 1 2 4 5 7 9 29
0 21) (30) (38) (49) (64) (71) (68) (79) (45) (55) (521)
0 1) {0) (0) {0) (0) 1 (1) (1) (M (2) (1)
0 7 3 11 21 29 51 86 108 191 199 693
0 7 @) 8 28 57 108 194 302 494 693
0 0 0 0 1 1 3 3 6 6 21
0 0 0 0 1 1 1 2 2 1 2 10
(0) 7 (4) (12) (22) (31) (54) (90) (113) (198) (206) (724)
(0) 7 3 9) (30) (61) (115) (205) (319) (517) (724)
Page 2 of 5
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For the year ended March 31

New Long-Term Debt Issued:
IFF11
Interest -1%

New Long-Term Debt Interest Rate:
IFF11
Interest -1%

Change in Net Finance Expense:
Gross Interest on New Long-Term Debt
Gross Interest on Short-Term Debt
Gross Interest on Existing Floating Rate Debt
Provincial Guarantee Fee
Interest on Assets Under Construction
Interest income
Total Change in Net Finance Expense
Cumulative Change in Net Finance Expense

Depreciation and Amoriization
Capital and Other Taxes

Net Income

Retained Earnings

20121026

2012/13 & 2013/14 Electric General Rate Application

PosiMN T- 42

IFF11-2 -1% INTEREST RATE SENSITIVITY COMPARED TO BASE CASE
(In Millions of Dollars)

10-Year
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 Total
200 1000 1600 1400 2,000 2000 2600 1,800 1,800 2000 1,800 18,200
200 1,000 1600 1400 1,800 2000 2600 1600 1400 2000 1400 17,000
375% 370% 4.05% 540% 590% 620% 640% 640% 640% 640% 640%
3.75% 270% 3.05% 440% 490% 520% 540% 540% 540% 540% 540%
0 4) (18) (35) (57) 80y (104) (138) (166) (208) (218) (1,029)
0 (M (1) (1 (0) (1) 2 (0) (M (1) )] (10)
0 (10) (14) (12) (11 (8) (6) @) 4) @) 4) (76)
0 0 (0) ) (1) M 2) (3) (5) (6) (8) (27)
0) 21 29 37 47 62 68 63 74 42 52 495
0 1 0 0 0 0 1 1 1 1 1 7
(0) 6 (4) (12) (22) (27) (47) (81) (100) (176) (178) (641)
(0} 6 2 9) (32) (59) (105) (187) (287) (463) (641)
0 (0) ©) (0) (1) (M ) (3) 3) ®) (6) (21)
0 (0) (0) (0) N (1) M (1) (2) (1) (1 C))
0 (6) 4 13 23 29 49 86 105 183 185 671
0 (8) 2) " 34 63 112 198 303 486 671

Page 3 of 5
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2012/13 & 2013/14 Electric General Rate Application

PUB/MH 1-23

Reference: IFF11-2 — Capital Coverage Ratio

Please file an updated IFF11-2 scenario to meet a capital coverage ratio of 1.0 in each
year throughout the 20 year forecast with financial ratios and annual impact on rate
increase requests assuming all major capital costs are financed by debt. Any reduced
revenue requirement should be reflected in the additional revenue line. Please provide
all assumptions.

ANSWER:

Please see the following projected financial statements for the requested rate scenario.

2012 09 21 Page 1 of 7
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2012/13 & 2013/14 Electric General Rate Applica._.a

ELLECTRIC OPERATIONS (MH11-2}
PROJECTED OPERATING STATEMENT
Rates Required From 2013/14 And On To Maintain 1.0 Capital Coverage Ratio
(In Millions of Dollars)

For the year ended March 31
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

REVENUES
General Consumers
at approved rates 1186 1290 1294 1306 1313 1330 1350 1361 1382 1403 1422
additional* 0 45 60 97 66 83 176 316 325 440 348
Extraprovincial 363 341 363 394 469 502 531 554 611 821 913
Other 7 16 16 16 17 17 17 18 18 18 19
1556 1693 1732 1814 1 865 1932 2074 2248 2 336 2681 2702
EXPENSES
Operating and Adminisfrative 398 447 532 542 548 554 571 580 595 611 622
Finance Expense 385 440 452 509 547 593 676 812 862 1219 1196
Depreciation and Amortization 353 401 354 358 375 387 422 468 483 550 576
Water Rentals and Assessments 119 106 112 113 113 113 113 113 114 123 128
Fuel and Power Purchased 146 182 158 187 193 204 220 236 249 256 257
Capital and Other Taxes 82 87 92 99 107 116 126 132 139 128 134
Corporate Allocation 9 9 8 8 ] 8 8 8 8 8 8
1492 1672 1709 1815 1891 1975 2137 2349 2452 2 895 2 921
Non-controlling interest - (1) ) (1) 2) 2) 2) 3) 3) 3) (10)
Net Income 64 20 22 {2) (29) (45) (65) (103) (119) (216) (229)
* Additional General Consumers Revenue
Percent Increase 0.00% 3.57% 0.10% 269% -2.23% 1.16% 6.40% 8.97% 0.29% 6.33% -5.22%
Cumulative Percent Increase 0.00%  4.50% 4.60% 742% 5.02% 624% 13.03% 23.18% 23.53% 31.35% 24.50%
Financial Ratios
Equity 26% 24% 18% 16% 14% 12% 11% 10% 8% 7% 6%
Interest Coverage 1.12 1.03 1.03 1.00 0.97 0.95 0.94 0.91 0.91 0.86 0.85
Capital Coverage 1.04 1.07 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00

2012 09 21 Page 2 of 7
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2012/13 & 2013/14 Electric General Rate Application
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PUB/MH 1-34

2012/13 & 2013/14 Electric General Rate Application

Reference: Debt to Equity Targets IFF09-1, IFF10-2 and IFF11-2

c) Please provide a revised IFF11 that includes higher annual equal rate increases
(>3.5%) to achieve D/E ratios as follows:

2014/15
2020/21
2025/26
2030/31

ANSWER:

80:20
80/20
80:20
75:25

Please see the attached projected financial statements for the requested rate scenario.

2012 09 21
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2012/13 & 2013/14 Electric General Rate Application

ELECTRIC OPERATIONS (MH11-2)
PROJECTED OPERATING STATEMENT
PUB/MH I-34 (C) - Achieve 80:20 DE in 2014/15, 2020/21, 2025/26, and 75:25 in 2030/31
(In Millions of Dollars)

For the year ended March 31

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
REVENUES
General Consumers
at approved rates 1186 1290 1294 1 306 1313 1330 1350 1361 1382 1403 1422
additional* 0 45 258 493 496 503 512 517 526 5356 523
Extraprovincial 363 341 363 394 469 502 531 554 611 821 913
Other 7 16 16 16 17 17 17 18 18 18 19
1556 1693 1931 2210 2 295 2 353 2410 2450 2 537 2776 2 876
EXPENSES
Operating and Administrative 398 447 532 542 548 554 571 580 595 611 622
Finance Expense 385 440 448 488 499 511 561 668 693 1026 982
Depreciation and Amortization 353 401 354 358 375 387 422 468 483 550 576
Water Rentals and Assessments 119 106 112 113 113 113 113 113 114 123 128
Fuel and Power Purchased 146 182 158 187 193 204 220 236 249 256 257
Capital and Other Taxes 82 87 92 99 107 116 126 132 139 128 134
Corporate Allocation 9 9 8 8 8 8 8 8 8 8 8
1492 1672 1705 1794 1843 1893 2022 2 205 2283 2702 2 706
Non-controlling Interest - (1) ) 1) 2) 2) 2) 3) 3) 3) (10)
Net Income 64 20 225 415 450 457 386 243 251 71 160
Other Comprehensive income (18) (33) (15) (142) (53) (18) 27 (15) (16) (18) 22)
Comprehensive Income 46 (14) 210 272 397 438 359 227 235 53 137
* Additional General Consumers Revenue
Percent Increase 0.00% 3.57% 14.80% 14.80% 0.05% 0.05% 0.05% 0.05% 0.05% 0.05% -0.9%%
Cumulative Percent Increase 0.00% 4.50% 1997% 37.73% 37.79% 37.86% 37.93% 37.99% 38.06% 381 3% 36.76%
Financial Ratios
Equity 26% 24% 20% 20% 21% 21% 21% 21% 21% 20% 20%
Interest Coverage 1.12 1.03 1.36 1.58 1.58 1.52 1.40 1.23 1.22 1.05 113
Capital Coverage 1.04 1.07 1.51 2.06 2.30 233 217 1.87 1.93 1.78 2.00
2012 09 21 Page 2 of 7
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2012/13 & 2013/14 Electric General Rate Application

ELECTRIC OPERATIONS (MH11-2)
PROJECTED OPERATING STATEMENT
PUB/MH I-34 (C) - Achieve 80:20 DE in 2014/15, 2020/21, 2025/26, and 75:25 in 2030/31
(In Millions of Dollars)

For the year ended March 31

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
REVENUES
General Consumers
at approved rates 1441 1460 1479 1498 15621 1 541 1562 1582 1602 1622
additional* 510 497 484 471 554 641 734 832 936 999
Extraprovincial 931 946 1124 1408 1526 1544 1538 1544 1565 1574
Other 19 20 20 20 21 21 22 22 23 23
2 901 2923 3107 3397 3 621 3748 3 857 3980 4124 4218
EXPENSES
Operating and Administrative 634 646 669 676 688 700 713 727 741 755
Finance Expense 963 956 1060 1301 1471 1458 1437 1406 1436 1350
Depreciation and Amortization 579 583 615 682 733 741 753 761 793 814
Water Rentals and Assessments 129 128 135 148 153 153 153 154 155 155
Fuel and Power Purchased 269 301 282 279 301 320 332 347 359 372
Capital and Other Taxes 140 145 151 153 154 156 158 160 161 162
Corporate Allocation 8 8 38 8 8 8 8 8 8 8
2722 2767 2920 3248 3 508 3536 3554 3562 3653 3616
Non-controliing Interest (10) (11) 11) 1) (12) (12) (13) (13) (14) (14)
Net Income 168 145 176 138 101 199 290 405 458 588
Other Comprehensive Income (13) 0 0 0 - - - - - ~
Comprehensive Income 155 145 176 138 101 199 290 405 458 588
* Additional General Consumers Revenue
Percent Increase -0.99% -099% 099% -0.99% 3.81% 3.81% 3.81% 3.81% 3.81% 2.00%
Cumulative Percent Increase 3540% 34.06% 32.73% 31.42% 36.42% 41.62% 47.01% 5261% 5842% 61.59%

Financial Ratios
Equity 20% 20% 20% 20% 20% 21% 22% 23% 25% 27%

vee

Interest Coverage
Capital Coverage

2012 09 21

1.13
1.81

1.10
1.69

1.12
1.63

1.09
1.73

1.07
172

1.13
1.97

1.19
2.04

1.27
215

1.31
2.79

1.42
250
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2012/13 & 2013/14 Electric General Rate Application
PUB/MH I1-19
Reference: First Quarter Report

The quarterly report states “the rate increases will also provide sufficient revenues for
the Corporation to meet its ongoing costs of operations”.

What level of annual rate increases will be required to maintain a minimum 25% equity
throughout the forecast period?

ANSWER:

The following scenario provides the minimum rate changes required to maintain a 25%
equity throughout the forecast period.

20121026 Page 1 of 7
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2012/13 & 2013/14 Electric General Rate Application

ELECTRIC OPERATIONS (MH11-2)
PROJECTED OPERATING STATEMENT
MAINTAIN 75:25 DEBT TO EQUITY RATIO
(In Millions of Dollars)

For the year ended March 31
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

REVENUES

General Consumers

at approved rates 1,186 1,290 1,294 1,306 1,313 1,330 1,350 1,361 1,382 1,403 1,422
additional* 0 45 939 471 438 420 585 517 568 734 580
Extraprovincial 363 341 363 394 469 502 531 554 611 821 913
Other 7 16 16 16 17 17 17 18 18 18 19
1,556 1.693 2,612 2.188 2237 2,269 2,483 2,450 2,578 2,976 2,933
EXPENSES
Operating and Administrative 398 447 532 542 548 554 571 580 5395 611 622
Finance Expense 385 440 438 451 461 474 523 623 644 966 907
Depreciation and Amortization 353 401 354 358 375 387 422 468 483 550 576
Water Rentals and Assessments 119 106 112 113 113 113 113 113 114 123 128
Fuel and Power Purchased 146 182 158 187 193 204 220 236 249 256 257
Capital and Other Taxes 82 87 92 99 107 116 126 132 139 128 134
Corporate Allocation 9 9 8 8 8 8 8 8 8 8 8
1,492 1,672 1,695 1,757 1,805 1.856 1,983 2,160 2,234 2,642 2,631
Non-controlling Interest - m (1) 1) 2) 2) ) 3) 3) 3) (10)
Net Income 64 20 918 430 430 411 4398 288 341 331 292
* Additional General Consumers Revenue
Percent Increase 0.00% 357% 6518% -21.17% -199% -132% 894% -374% 223% 8.00% -7.60%
Cumulative Percent Increase 0.00%  4.50% 7262% 36.07% 3336% 3159% 4336% 3799% 41.07% 5235% 4077%
Financial Ratios
Equity 26% 24% 25% 25% 25% 25% 25% 25% 25% 25% 25%
Interest Coverage 1.12 1.03 249 1.64 1.58 1.49 154 1.29 1.31 1.26 1.24
Capital Coverage 1.04 1.07 3.26 2.09 226 221 246 1.99 215 249 232

20121026 Page 2 of 7
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2012/13 & 2013/14 Electric General Rate Application

ELECTRIC OPERATIONS (MH11-2)
PROJECTED OPERATING STATEMENT
MAINTAIN 75:25 DEBT TO EQUITY RATIO
(In Millions of Dollars)

For the year ended March 31
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

REVENUES

General Consumers

at approved rates 1,441 1,460 1,479 1,498 1,521 1,541 1,562 1,582 1,602 1,622
additional* 494 459 447 284 360 379 435 421 461 417
Extraprovincial 931 946 1,124 1,408 1,526 1,544 1,539 1,544 1,565 1,574
Other 19 20 20 20 21 21 22 22 23 23
2,885 2,885 3,069 3,21 3427 3,486 3,558 3,569 3,650 3,636
EXPENSES

Operating and Administrative 634 646 669 676 688 700 713 727 741 755
Finance Expense 879 870 970 1,211 1,387 1,384 1,378 1,366 1.421 1,369
Depreciation and Amortization 579 583 615 682 733 741 753 761 793 814
Water Rentals and Assessments 129 128 135 148 153 153 153 154 155 155
Fuel and Power Purchased 269 301 282 279 301 320 332 347 359 372
Capital and Other Taxes 140 145 151 153 154 156 158 160 161 162
Corporate Allocation 8 8 8 8 8 8 8 8 8 8
2.639 2.681 2.830 3.158 3.424 3.463 3.496 3.522 3.637 3,635

Non-controlling Interest (10) (11) (11) (11) (12) (12) (13) (13) (14) (14)

Net Income 235 192 228 42 (9) 1 49 34 (1) (13)

* Additional General Consumers Revenue
Percent Increase 460% 212% -094% -8.63% 3.96% 0.76% 261% -0.98% 170% -2.39%
Cumulative Percent licrease 34.30% 3145% 3021% 1897% 23.68% 2462% 27.87% 2662% 2878% 2570%

Financial Ratios

Equity 25% 25% 25% 25% 25% 25% 25% 25% 25% 25%
Interest Coverage 119 1.15 117 1.03 0.99 1.01 1.03 102 1.00 0.99
Capital Coverage 197 1.79 1.71 154 1.50 1.60 160 1.50 1.83 148
2012 10 26 Page 3 of 7
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2012/13 & 2013/14 Electric General Rate Applic.. .on

ANSWER:
Progression of Project Costs in§ M
CEF03 | CEF-04 | CEF-05 | CEF-06 | CEF07 | CEF-08 | CEF09 CEF-10 | CEF-11

Wuskwatim G.S. 846 935 1,094 1,275 1,275 1,275 1,275 1375
Wus kwatim Transmission 199 200 257 320 316 316 291 298
Wuskwafim Total Project TR0 TS 1351 1995|1591  1591] 1866 1673
Herblet Lake Transmission 57 55 54 54 95 93 93 75 75 W
Bipole T 360(E) 388(E) 1,880 1,880 2,248 2,248 2,248 3,280 3,280
Riel C.S. 96 101 103 103 105 268 268 268 268
Kelsey G.S. 121 121 166 166 184 190 190 302 302
Kettle G.S. 61 61 61 61 76 76 166 166
Pointe du Bois Improvements and Upgrades 421 288 692 834 818 818
Pointe du Bois Spillway 318 398 398
Pointe du Bois Trans. 83 86 86 86 86
Pointe du Bois Rebuild 1,538 1,538
Slawe Falls G.S. 179 192 198 198 223 230
Conawapa G.S. 4,050 4,516 4978 4978 4978 6,325 7,771 1771
Keeyask G.S. 3,700 4,592 5,637 5,637
500 KV Dorsey U.S. Border 205 205 205 205
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Additional Information- July 20, 2012
' N
CAPITALE. .NDITURE FORECAST (CEF11-2) w
(in millions of dollars) o
Total Projact 11 Year
Cost 2012 2013 2014 2015 2016 2047 2018 2019 2020 2021 2022 Total
ELECTRIC
Malor New Generatlon & Transmission
Wuskwatim - Generation 1,3748 181.1 65.3 5.9 - - - - = - 3 252.3
Wuskwatim - Transmission 297.4 31.6 - - - - - - - = 316
Herblat Leke — The Pas 230 kV Transmission 74.9 6.4 07 - - . - = : u . o 70
Keayask - Gsnaration 5,636.9 115.6 163.4 1982 401.1 662.9 895.6 1,041.0 786.3 716.4 189.2 454 52151
Conawapa - Generation 7.770.8 104.4 105.2 66.1 67.2 188.1 2354 296.8 3226 764.7 12295 1,222.9 4,603.0
Kelsey improvements & Upgrades 301.7 344 248 20.2 04 - . - = - . = 797
Kettle Improvements & Upgrades 165.7 13.7 229 204 20.7 73 74 76 77 7.9 8.0 82 1319
Painte du Bols Spillway Replacement 388.2 4141 1136 100.4 771 13.0 - - - = 5 . 345.2
Pointe du Bols - Transmission 859 14.5 111 18.2 16.4 - - - - i N 60.2
Polinte du Bols Powsrhouse Rebuild 1.538.3 - - - - - - - - . 0.5 05
Bipols Wl - Transmisslon Line 1,259.9 21.0 52.8 1354 330.8 353.9 239.0 73.4 - - - - 14,2163
Bipole WM - Converter Stetions 1,628.5 50.7 141.8 3154 330.6 353.5 356.3 163.2 58.8 - = - 1,770.0
Bipole lli - Collector Lines 191.4 99 57.8 46.8 26 252 185 10.1 - - : - 1914
Riel 230/ 500 kV Station 267.6 74.8 67.7 475 - - = . a < . 190.0
Firm tmport Upgrades 19.9 02 19.7 - - - - = . 4 - N 19.9
Dorsay - US Border New 500kV Transmission Line 2048 0.1 0.8 0.4 20 36 34.0 84.0 79.0 - . 203.9
St. Joseph Wind Transmission 1.2 23 - = - - - - - N - 23
Demand Side Menagement NA 318 338 - = - - - - - - - 65.4
Generating Station Improvements & Upgrades 649.0 - - - - - e 3 450 23292 773
Single Cycle Gas Turblnes 65.6 - - B - 3, & 2) i _ :
Addltional North South Trasmission 318.2 - . =t = = > - . . . )
Target Adjustment NA (B7.8) {118.3) BE.0 (454) 140.7) (175.7} Z77.0 73] [77.0) {26.407) 3.2} 2804}
#5681 7628 1.060.8 12234 1.566.9 181056 1.253.0 19771 14120 14458

1.306.0 @



2012113 & 2073114 Grnoral Rate Apolicalion

Additianal Informalion- * July 20, 2012
CAPITAL E. _NDITURE FORECAST (CEF11-2) ’ .
(in millions of dollars)
Total Project 11 Year
Cost 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 Total
Power Supply
HVDC Auxillary Powsr Supply Upgrades 53 a.5 04 - - - - - . - - 0.9
Dorsey Synchronous Condanser Refurbishment 78.3 4.6 53 5.1 7.7 117 11.4 83 - a 542
HVDC System Transformer & Reactor Fire Protection & Prevention 10.4 0.5 03 03 01 - . - - - - 12
HVDC Transformer Replacement Program 171.7 46 17.6 155 17.2 14.0 9.7 - - - 78.5
HVDGC Transformer Replacement Program Extended 449.7 - . - - . - - 0.5 4.6 5.2
Dorsey 230 kV Relay Bullding Upgrade 82.2 16 22 17.7 351 12.5 31 - - - - - 72.2
HVDC Stations Ground Grid Refurbishment 43 0.4 0.4 0.4 0.3 05 - - - . 2.1
HVDC Bipole 2 230 kV HLR Clrouil Breaker Replacement 159 21 1.1 1.0 0.2 0.5 a1 01 0.0 - - 5.2
HVDC Blpole 1 Pole Differential Protection 33 A = 1.1 22 - . - - - . 3.3
HVDC Bipole 1 By-Pass Vacuum Switch Removal 204 0.4 23 111 6.0 - - - - - - - 19.8
HVDC Bipols 2 Refrigerant Condenser Replacement 11.0 . 0.2 27 24 56 - - - - - 11.0
HVDC Smoothing Reaclor Replacemants 33.3 20.6 1.8 0.7 - - - - . - - 239
HVDC - BP1 Converter Station, P1 & P2 Battery Bank Separation 3.2 04 1.2 1.5 - - - = - - 32
HVDC Bipole 1 DCCT Transductor Replacement "7 0.2 1.3 1.1 3.0 38 2.4 - - - 117
HVDC Blpole 1 & 2 DC Converter Transformer Bushing Replacemsnis 8.7 0.6 1.0 1.7 5.3 0.0 - - - - 87
HVDC Bipole 2 Valve Wall Bushing Replacements 18.2 0.1 - 33 48 4.0 4.2 23 . - - . 18.7
HVDC Bipole 2 Upgrades & Replacements 444.2 - - - - - - = - = 12.3 527 65.0
HVDC Bipole 1 CQ Disconnecl Replacement 52 0.3 09 15 1.0 1.1 03 - - - - 5.2
HVDC Bipole 2 Thyristor Module Cooling Refurbishment 4.7 12 - . - - - - = . 1.2
HVDC Bipole 1 Transformer Marshalling Kiosk Rer it 68 0.4 27 1.2 12 - - - S = - 55
HVDC Gapped Amestor Replacement 18.3 02 1.0 3.9 34 7.0 0.1 - - - - - 15.7
Converter Transformer Bushing Replacemenl 59 a4 1.0 0.5 - - - - = N 19
Winnipeg River Riverbank Protection Program 19.7 1.5 1.4 1.3 13 1.3 0.8 - . - - 75
Power Supply Hydraulic Controls 20.5 1.0 0.7 13 - - 21 26 0.8 - - 8.6
Slave Falls GS Creek Spillway Rehab 114 0.0 1.0 19 8.1 - . - - - - 111
Slave Falls Rehabiliitation 230.2 9.0 2.6 43 37 406 458 420 1.3 - . - 187.3
Great Falis Unit 4 Major Overhaul 43.5 114 21,6 0.8 - - - - - - . o 338
Great Falis Unit 5 Discharge Ring Replacement and Major Overhaul 24.8 - . - 2.2 1741 54 - - - - - 248
Generation South Overhauls & Improvements 384.8 - . - - - - = - 47 10.2 14.8
Pine Falls Rehabllitation 166.7 4.0 21.0 26.9 40.3 46.8 14.0 0.1 - - - - 153.0
Generation South Transformer Refurbish & Spares 276 0.6 7.0 13.8 43 0.5 0.5 - - . : - 26.6
Water Licenses & Renewals 54.6 5.2 56 6.2 6.3 65 6.5 3.9 - - . 40.2
Generation South PCB Regulation Compllance 47 0.5 04 04 0.2 2.7 - . - . - 4.1
Kettle Transformer Overhaul Program 356 91 71 7.9 07 . - - - - ) - 24.8
Generation South Breaker Replacements 114 1.7 3.8 0.5 1.0 0.4 1.2 - - . - 8.5
Seven Sisters Upgrades 14.4 44 1.6 0.6 . - - - - - = . 6.6
Gensration South Excilation Upgrades 18.3 1.3 15 2.3 18 25 1.0 0.7 6.9 02 - . 18.3
Generation South Excitation Program Extended 14,0 - - - - - - . - - 44 50 9.4
Laurie River/Churchill River Diversion (CRD) Comm and Annunciation Upgrade 4.8 241 1.9 - - - - - - . - - 4.0
Natigl Marine Vessal Replacement and Infrastructure Improvements 4.6 0.3 4.1 - - = - . i 4.4
Limestone Stilling Basin Rehabiliilatior 2.0 0.0 04 1.6 - - - - = - - 2.0
Pointe Du Bois GS Rehabllilation 50.0 6.3 198 19.5 44 - - - - . = 499
Keltle Wicket Gates Lever Relurbishmenls 23 - 11 12 - - - - . = - 23
Limeslone Govemor Control Repl 25 - 03 1.3 0.8 - - - s . - 25
Limestone GSCADA Replacement 5.3 0.4 1.3 08 0.8 0.4 1.5 - - . - 53
Jenpeg Unit Overhauls 128.1 - - - - 22 25 18.0 237 24,2 24.6 20.8 115.8
Power Supply Dam Safety Upgrades 64.5 7.4 10.6 5.0 - - - - ) - = = 231
Brandon Unit 5 License Review 18.7 0.2 0.2 26 10.4 0.0 - - = - = 134
Salkirk Enhancements i4.2 0.4 09 - - - - - . - a » 1.3
Fire Protection Projects - HVYDC 7.2 0.4 0.2 1.2 29 - - - - . - 4.7
Halon Replacement Project 36.4 16 52 26 35 22 0.9 B . . - - 16.0
Qil Containment — Power Supply 19.1 0.7 0.5 0.7 0.4 0.6 0.3 - - » = 3.1
Grand Rapids Townslite House Renovations 52 =1 0.9 0.9 0.9 0.0 - - . - . 39
Grend Raplds Fish Hatchery 22 12 0.8 - - - - e . = 20
Generetion Townsite Infrastructure 521 9.0 18 - - - - - - - - 40.9
Slte Remediation of Contaminated Corporate Facilitles 328 16 14 - - - - . - . = 27
High Voltage Test Facliity 40.6 137 0.4 - - - - - - s = 14.1
Power Supply Securlty Installations / Upgrades 432 5.6 78 9.7 4.7 - - - - - - ~ 278
Power Supply Sewer & Domeslic Waler Syslem Install and Upgrada 379 6.4 29 1.0 24 1.6 24 3.1 0.1 - - S 19.9
Power Supply Domestic NA 19.7 20.1 205 21.0 21.4 218 222 227 23.1 236 24.1 240.3
Targst Adjustment NA 19.71 (60.3) {57.3) (75.4) [771.5) [30.8) (18.6) {1.6} 0.5 0.8 (2.8 (335.5)
1556 1376 1504 1638 1205 104.1 848 65.8 480 70E 1146 1.2267
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2012113 & 2013114 Ganeral Rale Apphcation

Additions! nformation- ' July 20,2012
CAPITALE _NDITURE FORECAST (CEF11-2)
(in millions of dollars)
T°“é:;°’°°' 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 1,: fear
ofal
Transmission
Winnipeg - Brandon Transmission System Improvements 44.8 3.0 0.8 41 28.7 37 - - 5 - 403
Transcona East 230 - 66 kV Station 331 241 - - - - - - = 7 5 241
Brandon Area Transmission Improvements 11.8 44 6.3 1.0 - - - = = 116
Neepawe 230 - 656 kV Statian 30.0 14.1 8.0 45 - - - - = = = 266
Transmission Line Re-Rating 31.8 29 6.4 - - . = S = = = 9.3
St Vital-Stelnbach 230 KV Trar ion 322 E - - - 0.8 0.8 26 6.1 9.7 121 = 322
Transcona Station 66 kY Breaker Replacement 6.0 04 29 15 11 0.0 - - - - - . 6.0
13.2kV Shunt Reactor Replacements 330 2.2 4.9 a9 08 22 23 23 17.5 - - - 33.0
Lake Winnipeg East System Improvements 66.9 23 57 16.4 292 142 0.1 - - - < 66.8
Canexus Load Addltion 0.2) 08 0.1 - - - = - H 3 - - 1.0
D602F 500kV T/L Footing Replacements 4.4 4.4 - - - - - = a 4.4
Stanley Station 230-66 kV Transformer Addition 2141 0.0 1.8 7.3 7.9 4.0 = - 5 = > 21.1
Enbridge Pipelines: Clipper Project Load Addition Phase 2 75 18 1.9 0.0 - - - ¥ - o - N 37
Ashern Station Bank Addition 10.6 0.2 18 .5 7.0 0.2 - - - - . 106
Ashem Statlon 230 kV Shunt Reactor Replacement 257 0.9 1.8 - - - - = = - = = 27
Tadoule Lake DGS Dlesel Tank Farm Upgrade 1.1 (1.0) 0.7 - - - = = 2 ¥ (0.4)
Energy Managemenil System (EMS) Upgrade 6.6 28 20 - - = - - ~ = - 48
Transmission Line Protection & Teleprotection Replacement 211 3.1 3.4 2.8 238 2.9 24 - = = ] 17.5
Winnipeg Central Protection Wireline Replacement 105 04 E - - - - < - < 04
Mobile Radio System Modemization 30.7 1.9 6.4 2.8 116 79 - - . 305
Site Remediation of Diesel Generating Stations 133 23 0.7 - - - . > . - A 3.0
0Oll Contalnmant - Transmission 74 0.4 0.0 - - - - - . . = 2 0.4
Station Batlery Bank Gapacity & System Rellabllity Increase 465 4.8 5.1 4.9 5.0 5.2 - . - = - 25.0
Waverley Sarvice Gantre Oll Tank Farm Replacement 3.0 0.5 0.4 0.7 - - - - % - = 16
115 kV Transmission Lines 298.8 - - - - - = " » 10.3 26.4
230 kV Transmisslon Lines 171.1 ¥ = * > . - - 5.9 15.1
Sub-Transmission 124.8 - ) = = - - 43 11.0
Communications 425.8 - - 5 = = - - 14.7 376
Site Remediation NA = - - - . . - = % N L
Transmission Domestic NA 30.6 31.2 318 325 33.1 338 34,5 35.1 35.9 36.6 3723
Target Adjustment NA 124.3) (13.4) 7.3 (36.2) (13.5) 0.1 22 (14.5) 0.0 1.0 71.9)
B3.1 787 1063.5 BEG &0.7 39.3 416 44 45,6 848 767.0
Customer Service & Distribution
Winnlpeg Distribution Infrastruciure Requiremen's 245 2.3 23 29 - - - - 5 . . - 75
Rover Substation Replace 4 kV Switchgear 12,7 0.0 0.1 1.7 25 28 0.5 - - - - - 75
Martin New Outdoor Station 28.2 1.2 1.8 3.1 22 - - - N - - - 23.3
Frobisher Station Upgrade 14.4 0.5 1.0 - - - . - . - - . 15
Burrows New 66 kV/ 12 kV Station 28.6 121 6.7 - . - R - - - 18.9
Winnipeg Central 12&4kY Manhole Oil Swliches 9.8 1.4 . “ - - N - . - . . 14
William New 66 kV/ 12 kV Station 10.3 0.5 22 2.9 3.2 14 - - - 5 5 - 10.0
Waverley West Sub Division Supply - Stage 1 85 0.7 - - - - - - = - - - 07
St, James New Station & 24 kV Converslon 65.9 086 6.3 38 9.5 218 23.6 - - - - - 65.7
Distribution 887.5 - - - - - - - S5 - 30.5 47.9 784
York Station Bank & Swilchgear Addltion 6.0 1.4 N - - - - s - - - 14
Defactive RINJ Cable Replacement 8.7 1.3 13 - - = - - N - - - 27
Health Sciences Centre Service Consolidation & Dislribution Upgrade 15.8 20 5.0 3.6 4.0 0.6 - - 5 - - - 152
Waverley South DSC Installation 38 27 - . - - - - - - - 27
Southdale DK732 Cable Replacement 26 0.8 1.2 - - - - 5 - - N 21
Steinbach Area 66kV Capaclty Upgrade 6.3 59 0.3 - - - - - - . 6.2
Line 27 66 kV Extenslon and Arborg North Disiribution Supply Centre 6.0 4.3 1.2 - - - - - - - N 5.4
AECL Station Switchgear Replacement 24 o8 - - - - - - - - _ 0.8
Melrose DSC 35 3.5 - - - - - - N - a5
Starbuck DSC 3.0 3.0 - - - - - - - N 3.0
Enbridge Pipelines Clipper-56kV Supply | 0.9 2.1 - - - - - - - - - 21
Teulon East 66-12 kV Statlon 4.6 4.2 - - - - - - - N 42
Waskada New 66-25kV Distrib’'n Supply Ctr 3.9 39 - - - - - - N - . . 3.9
Cromer North Station & Reston RE12-4 25kV Converslon 4.3 0.2 12 . - - - - - - - - 1.3
Brandon Crocus Plains 115-25 kV Bank Addition 6.3 Q.0 0.0 0.0 62 - - - 3 - - N 6.2
Birtle South - Rossbum 66kV Line 49 - - 01 o3 45 - - - - - R 49
TCPL Keystone Project 8.0 24 24 . - - - N - - - N 45
Line 98 Rebulld Mellta io Waskada 38 38 - - C ’ - - - : R R 3.8
Customer Service & Distribution Domestic NA 1279 1305 133.2 136.3 138.0 141.8 1447 1475 150.5 153.5 156.6 1,561.5
Target Adjustment NA (30.3) (6.8) (11.2) (21.8) (168.7) {14.8) (9.6) {3.8) (10.0) (10.2) (10.4) (153.6)
158.0 166.8 1£5,1 142.5 151.1 151.2 135.0 137.7 140.5 173.8 194.0 1,686.6

ced



201213 & 201314 General Rats Appiication =
Additions! Information-* July 20, 2012

CAPITALL _NDITURE FORECAST (CEF11-2)

(in millions of dollars)

Total Project 2012 2013 2014 2015 2018 2017 2018 2018 2020 2021 2022 HiNes
Cost Total
C Care & M g
Adh d ing 30.9 - 40 53 54 5.6 4.3 42 - - - - 288
Customer Care 8 Marketing Domestic NA 3.0 30 341 38 38 4.0 41 4.1 42 43 44 420
Target Adjustment NA 35 1.0 10.3) 0.9) 2.3 (1.2} 4] (1.1} 1.2y (1.2) (1.2} (10.2)
6.6 8.0 8.1 B4 T 7 FX] 30 34 3.3 a2 60.7
Finance & Administration
Corporate Bulidings NA 8.0 8.0 8.0 8.0 8.0 a0 8.0 8.0 8.0 8.0 3.0 88.0
EAM Phase 2 19.3 61 89 23 - - = d . = 17.3
Workforce Management (Phase 1 to 4) 15.7 23 - - - - - - - - . E 23
Flest NA 13.8 141 143 14.6 149 152 155 158 16.2 165 16.8 167.7
Finance & Adminlstration Domestic NA 249 254 259 265 27.0 275 284 28,7 292 29.3 304 303.5
Target Adjustment NA 8.4} (2.9} 2:3) (0.0) (0.01 (0.0) (.0 (.03 0.0} 0.0 (0.0) (19.8)
487 475 48.3 481 495 507 516 525 533 543 55.2 558.0
ELECTRIC CAPITAL SUBTOTAL 1907 12013 15182 1.675.9 1,966.2 1,962.9 22689 1,480.0 1,703.3 1.8328 1.767.1 18,4834
GAS
Customer Service & Distribution
lle Des Chenes NG Transmisslon Network Upgrade 1.2 03 09 - - - = - - 12
Gas SCADA Replacement 46 36 . - - - - - = = g 36
Buncloudy Natural Gas Crossing at Sourls River 1.6 1.6 - - - - - - - - - - 16
C Sarvice & D lon D 5 NA 25.2 257 26.2 26.7 27.3 278 284 289 295 30.1 30.7 306.5
Target Adjustment NA (6.2) i4.5) (3.7) {3.7) 3.8} {3.51 (4.0 (4.0} 4.1) (#.2) 4.3} {46.4)
245 22.1 225 230 234 219 244 249 254 259 A 266.5
Customer Care & Marketing
Advanced Metering 150 - 10 5.4 84 : - S , . . . 17
Demand Side Management NA 126 134 - - - - . - N = S 26.9
[ Care & A D t NA 48 48 4.9 5.0 5.1 52 53 5.4 5.5 5.7 58 57.7
Targat Adjustment NA [1.5) 1.4 (1.2) (118} 2.9) o)) (2.1} [r ) (2.8) 2.3) (2.3} [@1.1)
158 07 8.1 1.5 23 24 33 27 27 33 a5 §r3
GAS CAPITAL SUBTOTAL 40.5 428 NE 24.5 257 283 277 Z8 281 293 299 3339
CONSOLIDATED CAPITAL 1.1478 4.2439 1508 1,700.4 19919 1,989.1 22086 15076 17315 1,061.9 1,797.0 138173
Target Adjustment NA {33.6) {0.0} oo 0.0 311 279 135.8 180.3 1822 518 52 620.8
CEF11.2 TOTAL 1,114.1 12419 1,5458 1.700.4 20228 2077.0 24325 1,667.9 1913.6 1.913.7 1,802.1 19.438.1
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Jty 20, 2012
N
CAPITALE. :ADITURE FORECAST (CEF11-2) w
(in millions of dollars) -
o 2023 2024 2025 2026 2021 2028 2029 st 209 2032 |21 Your Total
ELECTRIC
Major New ration & T s SiH
Wusiowstim - Generalion 1,3746 - - - - = - 2523
Wuskwalim - Transmission 2974 - = s - 31.6
Herblet Lake ~ The Pas 230 kV Transmission 74.9 - - = - . 72
Keeyask - Generation 5,636.9 . - - - - - - - a 5215.1
Conawapsa - Generation 7,770.8 10426 9095 691.9 2813 ato s - . E 7.569.1
Kalsay improvements & Upgrades 301.7 - - - . : - s E 797 |
Kettie improvements & Upgradas 165.7 77 3 - - = & 139.6
Pointe du Bois Spiiway Repiacement 3882 = = - - B - : - 3452
Pointe du Bois - Transmission 859 - . - - - - [ - - - 602
Pointe du Bois Powerhouse Rebuid 1,538.3 22 160 378 907 1578 2450 4038 3127 2162 5556 15383 |
Bipole B - Transmission Line 1,250.9 . - . - n . . : = 2 12163
Bipole il - Converter Stations 18285 - - - . R - E z s 17700 ‘
Bipola il - Collector Lines 191.4 F - - - E 5 191.1
Riel 230/ 500 kV Station %676 - - . . . _ ‘ 1200
Fim Import Upgrades 199 - - . 2 . B E N _ 19.9
Dorsey - US Border New 500kV Transmission Line 204.8 E - - - - [ . 2039
St. Josaph Wind Transmission 12 - = - 2 E B = 23
Demand Slde Management NA - - . - - - E = = % 654
Station lmp &L £49.0 211 9.4 144 152 258 793 568 627 1745 1126 649.0
Single Cycle Gas Turbines 85.6 . o . = = : pe _ 84 57.2 €55
Addional North South Tresmission 3182 = - 3182 . - - - N - 3182
Target Adjustment NA {1.8) (1.1 3063 318.8) 0.5} (.51 _10.5 {0.5) {8.9) (317.24
10718 @333 1,050.2 3856 224 238 4603 7448
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Addilionsl Infarmation- * July 20, 2012
CAPITALE  ANDITURE FORECAST (CEF11-2) :
(in millions of dolars) .

T°“"::s’:’1“' 2023 2024 2025 2026 2027 2028 2029 2020 2031 2032 | 21 Year Total

Power Supply

HVDC Auxiliary Power Supply Upgrades 5.3 - - - - - - - . - = 0.9
Darsey Synchionous Condenser Refurbishment 78.3 - - - - - - - - . - 54.2
HVDC System Transformer & Reactor Fire Protaction & Pravention 10.4 - - . - - z - = - 2 1.2
HVDC Transformer Replacement Program 171.7 E - - - - - - - 5 - 78.5
HVDC Transformer Replacement Program Extended 449.7 6.4 329 6.7 7.0 50.3 225 77.8 88.1 393 1135 449.7
Dorsey 230 kV Relay Buliding Upgrade 82.2 - - . - 3 . . - - . 72.2
HVDC Stations Ground Grid Refurbishmant 43 - - - - - - - - ) - 2.1
HVDC Bipole 2 230 kV HLR Circuit Breaker Replacement 15.8 - - . - - - - 3 - ~ 5.2
HVDC Blpole 1 Pole Differential Protection 3.3 - - . - - ] - a z = 3.3
HVDC Bipole 1 By-Pass Vacuum Switch Removal 204 - - - - . - - z - . 19.8
HVDC Bipole 2 Refrigerant Condenser Replacement 11.0 - = - - . - - - - . 11.0
HVDG Smoothing Reactor Replacemenls 393 - . - - - - - = - - 231
HVDG - BP1 Convertar Station, P4 & P2 Battery Bank Separation 3.2 - . - . . . - . . . 32
HVDC Bipole 1 DCCT Transductor Replacement 17 - - - . . . = - . _ 1.7
HVDC Bipole 1 & 2 DC Converter Transformer Bushing Replacements 8.7 - - - - - - - . = = 8.7
HVDC Bipole 2 Valve Wali Bushing Replacements 19.2 - - - - - - - - - - 18.7
HVDC Bipole 2 Upgrades & Replacements 4442 57.4 64.1 98.1 103.5 56.2 - - - . - 244.2
HVDC Bipole 1 CQ Disconnect Replacement 52 - - . - . - - - . . 5.2
HVDC Bipole 2 Thyristor Module Caoling Refurblshment 47 - - - - . . . . . . 12
MVDC Bipole 1 Transformer Marshalling Kiosk Replacement 6.8 = - - . - . - - - 5 5.5
HVDC Gappad Arrestor Replacement 16.3 - - . - - - - - . = 157
Converter Transformer Bushing Replacement 5.2 - . . - . . 2 = . - 19
Winnipeg River Riverbank Protection Program 187 - - - : - - - . . 75
Power Supply Hydraulic Controls 20.5 - - - - . ’ = : - . 8.6
Slave Falls GS Creek Spillway Rehab 111 - . - . . - - . - . 19.1
Slave Falls Rehabilitation 2302 - - - . - - - . . . 187.3
Great Falls Unil 4 Major Overhaul 435 - . - - - - - » a 338
Great Falls Unit 5 Discharge Ring Replacemenl and Major Overhaul 248 - - . - - - . . - = 248
Generalion South Overhauls & improvements 3848 403 294 48.6 28.5 333 82.8 533 537 - - 384.8
Pine Falls Rehabilitation 166.7 . - - - - - - - 3 - 153.0
Generation South Transformer Refurbish & Spares 276 - - . - - - - . - - 26.6
Water Licenses & Renewals 54.6 - - - - . . E . - - 40.2
Generation South PCB Regulation Compllance 47 - - - - - = . - . = 4.1
Ketlle Transformer Overhaul Program 35.6 - = . . - - - - . = 24.8
Generation South Breaker Replacements 11 - . - - - . - = . - 8.5
Seven Sisters Upgrades 14.4 - - - . - - - . - 6.6
Generation South Excitafion Upgrades 18.3 - . - - - . = r - 18.3
Generation South Excltation Program Extended 14.0 34 1.2 - - - . - . = - 14.0
Laure RiverfChurchill River Diversion (CRD) Comm and Annunclation Upgrade 48 . - - - + - - - a ¥ 40
Noligi Marins Vessel Replacerment and Infrastructure Improvements 4.6 - . - - - - - . = - 4.4
Limestone Stilling Basin Rehabilitation 2.0 = . = - - - - - - - 2.0
Pointe Du Bois GS Rehabllitalion 50.0 - - - - - - B - - - 49.9
Kettle Wicket Gales Lever Refurblshments 2.3 - . = - - . - - : . 23
Limestone Govemor Control Repl 25 - - - - - - . . . - 25
Limestone GSCADA Raplacemant 53 - - - - . . - = - H 53
Jenpeg Unit Overhauls 1281 - - - - - . - . 1459
Powar Supply Dam Sefety Upgrades 64.5 - . . - . - - = = = 23.1
Brandan Unll 5 License Review 18.7 - - - - - . . = > . 13.4
Selkirk Enhancements 4.2 . - - - - . - - - . 13
Fire Protection Projects - HYDC 72 - - - - - - - & ] 47
Halon Replacement Projact 36.4 - - - - - - - . = - 16.0
Qil Containment — Power Supply 19.1 = - - - - - - - - - 31
Grand Rapids Townsite House Renovations 52 - - . - - - - - . - 39
Grand Raplds Fish Hatchery 2.2 - - - - - . - = . - 20
Generation Townslte Infrastructure 521 - - - . . . ~ - . 10.9
Site Remediation of Contaminated Corporate Facliities 328 - - - - . . - N =) L 2.7
High Voltage Test Facllity 40.6 = . - - - - - = - 14.1
Power Supply Security Installations / Upgrades 43.2 - . - - C . . = > - 27.6
Power Supply Sewer & Domestic Water System Install and Upgrade 379 - = . - . - - . . - 19.9
Power Supply Domastlc NA 24.6 250 255 26.1 26.6 27.1 277 28.2 28.8 29.3 509.2
Target Adjustment NA 10.0] (0.01 (0.0 (2.0] 10.0% (0.0} (0.0} oo {0.0) - {335.8)
132.0 1526 1789 65,0 166.4 1324 1567 1700 68.1 1428 26837
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Additions! Information- Juty 20, 2012
B
CAPITALE. _NDITURE FORECAST (CEF11-2)
(in millions of dollars)
T°"é::‘°°‘ 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 |21 Year Total
Transmisslon
Winnipeg - Brandon Transmission System Imprcvements 44.8 - - - - - = =3 = = 40.3
Transcona East 230 - 66 kV Station 331 - - - - - H = 24.1
Brandon Area Transmisslon improvements 118 - - - ] - H . o 116
Nespawa 230 - 66 kV Station 30.0 = - - - - - = 26.6
Transmission Line Re-Rating 31.8 - - = » - 93
St Vital-Steinbach 230 KV Transmission 32.2 - - - - - . 322
Transcona Station 66 kV Breaker Replacemant 6.0 - - - N - - - : 6.0
13.2kV Shunt Reactor Replacemants 33.0 - - - - = = 33.0
Lake Winnipag East System Improvements 66.9 - - = a 66.8
Canexus Load Addition (0.2} - - - a . . . 1.0
DB02F 500kV T/L Feoting Replacements 4.4 - - - . 4.4
Stanlay Station 230-66 kV Transformer Addltion 211 - = - - - - 214
Enbridge Plpelines: Glipper Project Load Addition Phase 2 75 - - - - % - a 3 = 37
Ashern Station Bank Addition 10.6 - - - . . i = 10.6
Ashem Station 230 KV Shunt Reactor Replacement 27 - - - X - 27
Tadouie Lake DGS Diesel Tank Farm Upgrade 1.1 - - - . = (0.4)
Energy Management System (EMS) Upgrade 6.6 - - - 4.8
Transmisslon Line Protection & Teleprotaction Replacement 211 - = - 175
Winnlpeg Central Protection Wireline Replacement 10.5 - - N N i - 0.4
Moblle Radlo System Modemization 30.7 - - - = = - E 305
Site Remediation of Diesel Generating Stations 133 - - - - = = 3.0
Oli Containment - Transmission 74 - - - - = 0.4
Stalion Battery Bank Capacity & Syslem Reliability Increase 48.5 - - . 25.0
Waverley Service Gentre Oil Tank Farm Replacement 3.0 = - - - - - . - - 1.5
115 kV Transmission Lines 298.9 198 211 258 237 25.5 284 28.9 M5 328 3438 298.9
230 kV Transmission Lines 17141 13 121 14.8 1386 14.6 16.3 16.5 18.0 18.8 19.9 1711
Sub-Transmission 124.8 8.3 8.8 10.8 9.9 106 1.9 12.1 134 137 14.5 124.8
Communications 425.8 28.2 30,0 36.8 33.8 36.3 405 41.2 44.8 48.9 49.6 425.8
Slte Remediation NA - - - . - - . . _ . N
Transmission Domestic NA 38.0 38.8 3896 404 412 420 428 43.7 446 455 788.9
Target Adjustmant NA 2.2 2.3 z.9 2.6 2 3.4 3.2 3s 36 a0 (41.5)
| G768 1132 1307 124 1314 1422 1427 154.7 160.5 1683 2,144.2
Cuslomer Service & Distribution
Winnlpeg Distribution Infrasiructure Reguirements 245 - - - - - - F3 75
Rover Substation Replace 4 KV Switchgear 127 - - E 2 75
Martn New Outdoor Slation 28.2 - - - - - = = = 233
Frobisher Station Upgrade 14.4 - - - - . - F 15
Burrows New 66 kV/ 12 kV Station 28.6 - - - - . P - ” - 18.9
Winnipeg Central 12&4kV Manhole Oil Swilches 9.8 - - pe - - 14
Willam New 66 k! 12 kV Station 103 - . = - - - . 10.0
Waverlay West Sub Division Supply - Stage 1 65 E - - . = = 07
St. James New Statlon & 24 kV Converslon 65.9 . - - = . &= 3 3 = = 65.7
Distribution 887.5 58.8 62.6 76.7 70.5 757 844 85.8 935 97.8 103.4 887.5
York Station Bank & Switchgear Addition 6.0 L - > 3 - - = = = 1.4
Defective RINJ Cable Replacement &.7 . - - - = 3 = 27
Health Sciences Cenlre Sarvice Consolidation & Distribution Upgrade 15.8 - - - - = - 3 - 15.2
Waverley South DSC Installation 38 - - - - . = 27
Southdale DK732 Cable Replacement 28 - = - = = 2 - 24
Steinbach Area 66kV Capacity Upgrade 6.3 - - - - - . - 6.2
Line 27 66 kV Extenslon and Arborg Norih Distribution Supply Centre 6.0 - - - = 5 = = 54
AECL Statlon Swilchgear Replacement 24 - - - - = = x 0.8
Melrose DSC 35 - - - - = = > 35
Starbuck DSC 3.0 - - - . = 3 z = 3.0
Enbridge Pipelines Clipper-66kV Supply | 0.9 - - - = = - 2 2.1
Teulon East 66-12 kV Slation 46 = = G - . Z 42
Waskada New 66-25kV Distrib'n Supply Ctr 3.9 - - - = = F = 3.9
Cromer North Station & Reston RE12-4 25kV Converslon 43 - - - = = o 1.3
Brandon Crocus Plains 115-25 kV Bank Addition 6.3 - - - = = - Y 62
Birtle South - Rossbum 66kV Line 49 - - - - - . = i 4.9
TCPL Keystone Project 8.0 - - - . - x = 45
Line 98 Rebuild Melita to Waskada 38 - - - - - = = = - 38
Customer Service & Distribution Domestic NA 159.7 162.9 166.2 169.8 1728 176.3 178.9 183.5 18741 180.8 3.310.3
Target Adjustment NA (10.63 (108) (11.1) {11.2) (11.5) [11.89 (12.00 {122} [12.5) - (257.5)
207.8 2147 2318 2287 237.0 249.0 2536 2647 272.4 294.2 4,150.6
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2012/13 & 2013/14 General Rale Appiicafion
Addfiional information-

CAPITAL E. _NDITURE FORECAST (CEF11-2)

(in millions of doliars)

Wiy 20, 7002

Tohlc rojec 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 21 Year Total
Customer Care & Marketing
A d Metering 30.9 - - - - - : - - - 268
C Care & Mar} D NA 45 46 47 48 4.9 5.0 5.1 52 53 54 81z
Target Adjustmsnt NA 1.2) (1.3} (1.3) (1.3) {13} {141 (1.4} {144 {1.5) - (#2 3)
33 3.3 34 35 35 36 37 37 38 54 g7.8
Finance & Administration
Corporate Bulidings NA 8.0 8.0 8.0 80 80 8.0 80 8.0 8.0 8.0 168.0
EAM Phase 2 193 - . - = - = - - - - 173
Workforce Manegement (Phase 1 to 4) 15.7 - - - - . - - - - - 23
Fleat NA 171 175 178 182 186 189 183 19.7 20.1 205 355.4
Finance & Administration Domestic NA 310 316 323 329 336 342 349 356 36.3 371 643.1
Target Adjustment NA (0.0 0.0 {0.0) {00} {0.0) 0.0} (0.0 .0 (0.0) < 202)
56.1 571 58.1 531 B60.1 B1.1 622 63.3 844 655 1,16589
ELECTRIC CAPITAL SUBTOTAL 1.578.8 1,474 1.653.0 965.0 8222 9122 10829 10312 855.5 901.7 28,8649
GAS
Customer Service & Distribution
lle Des Chenes NG Transmission Network Upgrade 1.2 - . . . - - - - - 12
Gas SCADA Replacament 46 - - - - - - - 36
Buncloudy Natural Gas Crossing at Sourls River 1.6 - - - - - - - - - - 186
Customer Service & Distribution Domeslic NA N3 319 326 332 339 M6 353 36.0 36.7 374 6494
Target Adjustment NA (4.4) {4.5) {4.6) (4561 (4.7) (4.8) {4.9) {5.0) {5.1) {5.2) (ad.4)
268 275 280 285 292 237 303 308 316 2 5615
C Care & Marketing
Advenced Metering Infrastructure 150 - . - - - - = 14.7
Demand Side Management NA - S . & - & . - - - 261
[¥ Care & Marketing Domesth NA 59 6.0 6.1 62 6.4 6.5 6.6 68 6.9 7.0 1221
Target Adjustment NA (2.4) (1.6} {1.5) {2.00 2.1 21 Z2) (229 {2.3) (24} (525)
35 4.2 22 43 43 44 a5 435 46 47 1104
GAS CAPITAL SUBTOTAL 304 s 323 28 335 341 348 355 k2 38638 6719
CONSOLIDATED CAPITAL 16092 1.505.7 1,685.3 9988 855.6 89463 11177 1.068.7 885.7 938.6 30,5368
Targat Adjustment NA 53 54 85 56 58 58 6.0 6.1 53 6.4 6790
CEF11-2 TOTAL 16145 1.511.1 1.690.8 1.004.4 BE61.4 852.1 1.4236 10728 10010 345.0 31,2158
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2012/13 & 2013/14 Electric General Rate Application

PUB/MH 1-22

Reference: IFF11-2 - Electric Operations

c) Please provide a schedule that indicates the amount of cash flow from electric
operations, forecast electric base capital spending and net cash flow available to
finance Major Generation & Transmission Projects in each of the forecast years
and provide the (electric) capital coverage ratio.

[

Y1

Y2 to Y20

Cash Flow from Operations
(IFF11-2 Cash Flow Statement)

Base Capital Spending (

CEF11)

Net Cash Flow 3=21
Capital Coverage Ratio 4=1/2

The following analysis should agree with the figures presented in IFF11-2 and

11 T 4 -

Fal na n md calnnon zenn Pt PN
CLE 11.1 UL PpICade TE€COICiic,

ANSWER:

Please see the following table.

2012 09 21
i e

Page 1 of 2
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For the year ended March 31
1 Cash Flow from Operations
2 Base Capital Spending
3 Excess Cash Flow after Base Capital Spending (1-2)
4 Capital Coverage Ratio (1/2)
5 Major New Generation & Transmission

6 Cash Flow required to Finance MNG&T

For the year ended March 31
1 Cash Flow from Operations
2 Base Capital Spending
3 Excess Cash Flow after Base Capital Spending (1-2)
4 Capital Coverage Ratio (1/2)
5 Major New Generation & Transmission

& Cash Flow required to Finance MNG&T

2012 09 21

2012/13 & 2013/14 Electric General Rate Application

Actuals Forecast

2008 2008 2010 2011 2012| 2012 2013 2014 2015 2016 2017 2018 2019 2020
599.0 653.0 528.0 550.0 518.0 434.2 4386 4442 4469 5189 5742  563.7 4992 $80.4
363.0 359.0 414.0 450.0 472.0 217.4 1115 3944 3873 3638 3724 3804 3876  39%4
236.0 294.0 114.0 100.0 46.0 16.8 27.1 49.8 596 1550 2018 1833 111.6 184.0
1.65 182 128 122 110 1.04 107 113 115 143 154 148 129 1.46
477.4 543.5 679.0 657.5 567.8 656.1 762.6 10600 12234 15669 16105 1953.0 11771 14120
2414 249.5 565.0 557.5 521.8 639.4 7355 10101 11638 14119 1408.7 1769.7 10655 12280

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

514.1 716.6 832.0 9209 10655 11752 11922 12945 13832 15012 1597.8 17482

359.8 385.9 430.2 4624 5227 4986 5146 5031 5359 5675 4786 5837

154.3 330.7 401.7 458.5 542.8 676.6 677.6 7915 8524 9337 11182 11646

143 1.86 193 199 204 236 232 257 2.59 2.65 334 3.00

1445.8 13060 10718 9333 10502 385.6 241 3238 4600 3749 3902 2255

12915 975.3 670.1 474.7 507.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Page 2 of 2
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Manitoba Hydro Afttachment 3
2012/13 & 2013/14 General Rate Application Page 1 of 54
Additional Information- Item 3 July20,2012 241

MANITOBA HYDRO 2011/12 POWER RESOURCE PLAN

Date: August 31, 2011

The purpose of the 2011/12 Power Resource Plan is to provide plans for the long-term
power resource development for Manitoba Hydro which include:
e a recommended development plan for use in the 2011 Integrated Financial
Forecast and the Capital Expenditure Forecast, and
e alternative development plans, which recognize the uncertainties associated with
the recommended plan.

2011/12 Power Resource Development Plan — the Sales Package
The recommended power resource development plan includes the major infrastructure
and resources to pursue a new 500 kV US interconnection and facilitate the Minnesota
Power (MP) and Wisconsin Public Service sales as follows:

e Keeyask G.S. with a 2019/20 ISD,

e Conawapa G.S. with a 2024/25 ISD,

e A new US interconnection capable of meeting the MP and WPS sales
requirements with an earliest ISD of 2019/20,
The MH-MP Sale Agreements dated May 19, 2011,
The WPS Sale Agreements dated May 19, 2011,
A proposed 500 MW Sale to WPS
A transmission allowance for additional north-south transmission beyond
a 2000 MW Bipole III, as required for the combined Conawapa and
Keeyask generation with a 2024/25 ISD.

2011/12 Alternative Power Resource Development Plans

Alternative Development Plan 1 — the 250 MW Interconnection Package
The alternative recommended power resource development plan which includes the
major infrastructure and resources to pursue a new US interconnection and facilitate the
MP sales as follows:
o Keeyask G.S with a 2019/20 ISD,
e Conawapa G.S. with a 2024/25 ISD,
A new US interconnection capable of 250 MW export and 250 MW
import with a 2020/21 ISD,
e The MH-MP Sale Agreements dated May 19, 2011,
e The WPS Sale Agreements dated May 19, 2011,
e A transmission allowance to account for additional north-south
transmission beyond a 2000 MW Bipole III, as required for the combined
Conawapa and Keeyask generation with a 2024/25 ISD.

Manitoba Hydro - 2011/12 Power Resource Plan 1



Manitoba Hydro Attachment 3
2012/13 & 2013/14 General Rate Application Page 2 of 54
242 Additional Information- Item 3 July 20, 2012

Alternative Development Plan 2 — No New Interconnection
In the event that a new US interconnection and/or the Keeyask Project becomes
unachievable, the alternative power resource development plan for major infrastructure
and resources to meet Manitoba requirements without a new interconnection is as
follows:

e Combined Cycle Gas Turbine with a 2021/22 ISD,

e Conawapa G.S. with a 2027/28 ISD

Inherent in these plans are the base resource assumptions, which can be found in Section
3 - Supply of Power. The Supply and Demand Tables for Dependable Energy and
Capacity can be found in Appendix A. Supply and Demand Tables for Average Energy
for both the recommended and alternative development plans can be found in
Appendix B.

Manitoba Hydro - 2011/12 Power Resource Plan
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2012/13 & 2013/14 General Rate Application
Additional Information- ltem 3

Attlachment 3

Page 38 of 54
July 20, 2012
[Racommandad Plan Pego 1ol 2
System Firm Energy Demand and Dependable Resources (GW.h)
2011 Base Load Forecast, 2011 DSM - Option 2 - -
Kelsey Renusnering, Pointe du Bols rebulld 2030/31, Brandon Unit 5 unli 2018/19, Wuskwatim 2011/12, Blpala I Line (Wes) 2017118
Supply Includas; Keeyask 2018/20, Consvapa 2024/25, SCGT stuiting in 2041/£2. 500KV Intsecnnection in 2018020
Bemand includas: Potontial Safes to Wisconsin Public Sonics innesola Power
Fiscal Year 201112 | 201213 | 20130 | 200415 | 2015016 | 2016/17 | 2017718 | 201819 | 201920 202021 | 2021722 | 2022023 | 2023124 | 202425 | 202546 | FUSZT | 2021728 | 202829
Powar Rancurces
Existing Maniloba Hydro Planls 20740 20720 20700 20630 20680 20660 20640 20630 20610 20600 20590 20580 20580 20570 20580 20560 20550 20540
Hydro Adjustmenl 340 340 340 340 240 240 240 240 240 240 240 240 240 240
Existing Hydro NET 21080 21060 27040 21030 20920 20500 20BE0 20870 20850 20840 20830 20820 20820 20810 20560 20560 20550 20540
New Hydro |
Wuskwatim 75 1205 1250 1250 1250 1250 1250 1250 1250 1250 1250 1250 1250 1250 1250 1250 1250 1250
Conawapa 2151 4550 4550 &550 4550
Keeyask 677 2898 2903 2903 2903 2903 2903 2903 2903 2903
Supply Side Enhancement Projects
Kelsey Rerunnering
FPainle du Bols Rebuild
Bipote Il HYDC Line NET 243 243 243 258 258 258 258 258 162 162 162 162
Manjtoba Thermal Planis
Brandon Unit 5 a1 811 an 811 811 811 811 B11
Selkirk Gas 953 853 953 853 953 853 953 953 a3 953 953 953 953 953 953 L] 953 953
Brandon Units 6-7 SCGT 2354 2354 2354 2354 2354 2354 2354 2354 2354 2354 2354 2354 2354 2354 2354 235¢ 2384 2354
New Thermal Plants
SCGT
Commilted Wind 770 819 B19 813 819 819 819 819 819 a19 819 819 819 818 819 819 819 819
New Wind
Bemand Side Management 183 293 411 508 608 696 699 774 830 882 911 944 7l 956 1009 967 947 924
kmports
Contracled Energy Imports 2705 2705 2705 2705 1609 1614 1614 1614 1614 2527 2710 2710 2710 2710 1363 1096 1096 1098
Proposed Energy Imporis 1480 1753 2118 2192
Non-Contracted Enargy Imports 1100 1100 1100 1100 1100 1100 1100 1100 1100 1100 1446 1575 1575 1575
Toml Powsr 23_9;'.“ 30200 30343 0430 30424 30497 W23 30788 30690 33881 34088 i1 34138 6304 8830 38942 /T 39318
Damand
2011 Base Load Forecast 24615 25173 25930 26284 26406 26794 27205 27481 27966 28462 28887 29314 29733 30153 30570 30984 31396 31801
Non-Committed Construction Power 10 25 50 ED 85 105 ] 75 = 80 100 k) 40 25 30 30
Exports
Current Exports 3564 3293 3156 3156 2115 2012 2012 2012 2012 3064 3895 3780 3780 3780 2017 1913 1492 1408
Proposed Exparts 1683 2020 2441 2525
Less Adverse YWater -91 -91 =308 -370 370 -370 =370 =370 =370 =370 =370 <370 61
——— e e ——_—— —_— ——- - —
Total Demand 28108 IBIT4 ‘29098 28465 2E263 28495 28931 28I 29587 3130 IZIWT 32801 23242 33653 34249 34942 3538 35704
823 1825 1248 865 2152 2002 172 1561 1003 __25__51 1021 1310 895 2551 45851 4000 3918 3554
811 811 811 i1 811 B11 l;_‘t_! 811
91 91 309 370 I 370 3 0 3 370 370 I (3]
24 435 154 1042 B21 610 a8 =] 281 1451 939 S5 2280 4520 4000 eyl 3554

M- “nba Hydro - 2011/12 Power Resource Plan
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Manitoba Hydro

201" . 2013/14 General Rate Application

Adc nformation- Item 3

Fisn

System Supply & Demand Balance (GW.h) atNot
Undar Average of sll Flow. Gonditions
2011 Base Load . 2011 CSM - Oplion 2

Kelsey Rerunnering, Pointe du Bols rebulld 2030/31, Wuskwatim 2012/13, Blpole Il Line 2017/18 (West)
Supply yeak 201820, C 2024725, SCGTE sWrling in 2041742, 500k interconnaction In 2018720
Demand inchodes: antiad Salon 10 in Putilc Senice s Minmmots Power

Flscal Year

201313 | 2014/15 | 2015716 | 2016/17 | 2017/18 | 2018119 | 2015/20 | 2020721 | 2021/22 | 2022/23 | 2023/24 | 2024/75 | 2025726 | 2026/27 | 2027/28 | 2028/28 | 2029/30

Power Resource:s
Hydro eneration

Bipale Ill
Thermal Generation
Committed Wind

Demand Side Management

30744 3p711 30683 30658 30480 30376 30813 33223 34587 34816 34757 36491 40442 41710 41676 41636 41637
392 382 392 315 315 315 315 315 P2 27 27 7 27
341 353 343 355 416 457 324 338 330 340 337 334 276 289 307 302 304
963 963 963 863 563 963 863 963 963 963 963 @63 563 963 863 563 963
411 508 608 695 693 774 a0 882 911 944 971 996 1009 967 947 924 s11

Propos ed Exports

Imporis 1420 1516 1434 1542 1625 1673 1937 1823 1791 1818 1953 1802 1856 2042 2160 2232 2307
jTolal Powar Resturces a7 J4055 34400 34254 Ja554 34035 35259 37645 38898 39185 29295 41000 44573 45%98 46080 46083 46148
{Demand

2011 Base Load Forecast 25930 26284 26406 26794 27205 27481 27966 28462 28887 29311 25733 30153 30570 30984 313% 31801 32208

Non-Cammitted Construction Power

Curren: Exporls (with MP 250 MW usle)

10 Py 50 60 &5 105 B0 75 55 80 100 90 40 25 30 30 35

3307 3307 2285 2161 2161 2161 2161 3500 4139 4213 4213 4213 2081 1302 1502 1502 1737

2142 piysN 3107 24 3214

Toln! Damand

29247 29618 28721 29015 23451 28747 30207 22016 33081 NS 004 344358 24833 asinz 38435 A5BE7? ITIM4

[Er.pon:l:lc Systum Surpl

AE3D 4442 5379 5218 5103 4535 5052 5608 5817 5530 5249 6544 9740 10515 9645 9136 Ba5d !

Fiveal Year

Power Rasources
Hydro Generation

Bipole 1t
Thermal Generation
Committed Wind

Demand Side Management

20331 | 051/32 | 203073 | 203034 | 2034735 | 095/35 | 2036/%: | 2057/38 | 209u/z9 | 2039740 | zoan/an | son/ea | 1ota/a3 | 2e/ed | soa/as| 00575 | znis/ar
41837 41508 41938 41940 41936 41917 41927 41932 41924 41936 41926 41931 41924 41523 41935 41941 41911
27 27 7 27 27 7 27 27 27 27 27 27 a 27 27 27 27
304 303 304 302 302 261 243 219 192 168 167 246 340 453 568 638 724
963 963 963 963 863 963 963 963 963 863 963 %63 963 963 963 983 863
894 889 889 888 885 8a7 8§78 B6S 858 858 858 8s8 ase 858 BS8 258 858

Imports 2344 2398 2446 2505 2562 2478 2465 2530 2547 2493 2596 2663 2751 2824 2822 2881 3011
Total Power 46358  AGSME 4BSH7  4BSQM 45675 48530 40504 44530 48504 45444 46536 466BT 4GB02 LTME  4TITI 4TIST 4Tam
Damand

2011 Fiase toad Forecast 32608 33008 33409 33809 34208 34610 35010 35410 35811 36211 36611 37012 37412 37812 38213 38613 39013

Non-Committed Construction Power 30 10

Currert Exports (wish MP250 MW sala) 1704 1704 1704 1704 1704 365 97 97 97 97 97 @9 97 97 97 97 9?

Proposed Exporls 3214 3214 3214 3204 3214 3214 679 2035 1125 161
Tolal Demand 37557 37337 38327 35728 328 38190 37786 37543 37033 ] JETOR Irios 7503 3709 38310 IBTID 33110
|Ezpartabla System Surplua 8311 8551 8239 7896 7547 B343 8718 8995 948 o975 9828 95TR G354 8133 88531 B545 B |

Manitoba Hydro - 2011/12 Power Resource Plan

Attachment 3
Page 49~

July 20, ©
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2012/13 & 2013/14 General Rate Application
Additional Information- Item 3

C. RESOURCE OPTIONS SUMMARY TABLE

Flow Related Energy (GW.h)

Nominal
Resource Option Capacity (W) | Dependabla Average
Notigi GS 100 585 750
Manasan GS (High Head) 265 1070 1670
First Rapids GS 210 890 1400
Kelsey GS Extension 120 N/A 425
o Birthday GS 320 2100 2100
k-]
£
4 Keeyask GS 695 2900 4430
§ Conawapa GS 1485 4550 7000
[
8
Gillam Island GS 1000 3180 5040
Whitemud GS 310 1360 1700
Red Rock GS (Low Head) 250 N/A N/A
Bonald GS 120 N/A N/A
Granville GS 126 N/A N/A
2
3, Run-of-River Hydro 1to 50 5 to 230 5 to 230
5
g Kinetic Hydro 1to 100 8 to 790 8to 790
v .
E On-Shore Wind 70 193 to 209 227 to 245
&
o Photowoltaic (Utility Plant Scale) 1 to 300 0 to 265 0 to 265
]
g Enhanced Geothermal System 10 to 50 85 to 415 85 to 415
Simple Cycle Gas Turbine 51 437 65 to 110
§ Combined Cycle Gas Turbine 310 2636 1300 to 1750
Blended Gas Turbine 50 427 100 1o 140
Pulverized Coal Generation 400 2980 NA
8
Integrated Gasification Combined Cycle 640 4490 NA
g Nuclear Power Plant 1350 10650 10650
g Agricultural Crop Residue 30 225 225
§
[} Wood Waste 20 150 150
§ Additional DSM 256 1008 1008
g' Contractual Import Agreements N/A N/A N/A

Manitoba Hydro - 2011/12 Power Resource Plan
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Page 54 of 54
July 20, 2012
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2012/13 & 2013/14 General Rate Application
Additional Information- Item 3

Table 3: Changes to Supply-Demand Balances in the Last Three Years

Page 20 of 54
July 20, 2012

Changes to Supply-Demand System Surplus in the l.ast Three Years 2009/10, 2010/11 and 2011/12

[ 2071772 | 201213 | 2013714 | 2014/15 | 2015/16 | 2016/17 | 2017/18 | 2016/19 | 2019/20 | 202021 | 2021/22 | 2022/23 | 2023/24 [ 2024725 | 2025/26

Dependable Energy (GWh)

2000/10| 1686 | 21556 | 1823 | 1231 | 3175 | 2506 | 2350 [ 1935 [ 785 | 452 | 120 [C-227 )] 562 | 938 | -1354

201041 | 1353 | 1888 | 1350 | 1252 | 2213 | 1910 | 1897 | 1837 [ 470 | 125 JC-218)] 570 | 825 | -1302 | 1525

2011/12| 823 | 1626 | 1256 | 990 | 2212 | 2062 | 1877 [ 1666 | 406 [C 48 )| 454 | 856 | -1251 | -1656 | -1866
Winter Peak Capacity (MW)

2009/10] 792 | 823 | 702 | 504 | 1264 | 1003 | 1083 | 765 | 352 | 200 [ 228 | 165 [ 101 | 31 [C B3 )

20101 617 | 642 | 493 | 457 | 420 | 356 | 398 | 345 [ 176 [ 110 [ 45 JC-21 D] 89 | -160 | -267

201112 | 448 | 625 | 447 | 395 | 389 | 327 | 343 [T201 | 102 | 17 |(]5?)| 146 | 226 | 305 | 413

M- “'~ba Hydro - 2011/12 Power Resource Plan
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2012/13 & 2013/14 Electric General Rate Application

PUB/MH 1-49

Reference: Tab 525 & 31 of 36 Payments to Governments

a) Please provide a schedule that details all payments to municipalities and the
Province by year for the fiscal years 2004 through 2032

ANSWER:

Please see the following schedule for all payments to municipalities and the Province for
2008 through 2032.

2012 09 21 Page 1 of 2
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2012/13 & 2013/14 Electric General Rate Application

Payments to the Province and Municipalities (Millions)

Provincial Gross Gross Total Provincial
. - Sinking Mitigation  Municipal Electricity  Export Provincial Payments
Fiscal  \yoper  Provncid g™ Gapital  Payroll or GILTand  Operations Rewenue Payments as a

ea Rentals C"22M€e A dmin, Taxes Taxes Settlement Business Revenue (GILT & Percentage

Ended Fee Fee Obligations  Taxes Business Tax of Gross

1 Not Included) Revenue
2008 $ 117  $ 70 % 19 39 § 8 % 2 $ 11 $ 1712 § 625 $ 236 14%
2009 115 70 1 44 9 0 eh! 1,771 623 3 240 14%
2010 114 72 1 46 9 0 20 1,583 427 $ 242 15%
2011 114 77 - 48 10 0 20 1,616 398 $ 249 15%
2012 111 82 - 52 10 1 21 1,573 363 $ 256 16%
2013 98 91 - 54 10 9 22 1,677 341 $ 262 16%
2014 103 100 - 58 11 0 23 1,762 363 $ 271 15%
2015 103 109 - 64 11 0 25 1,857 394 $ 286 15%
2016 103 122 - 7 11 0 25 1,990 469 $ 306 15%
2017 103 138 - 79 11 0] 26 2,097 502 $ 331 16%
2018 102 154 - 88 12 0 26 2,206 531 $ 356 16%
2019 101 175 - 93 12 0 27 2,302 554 $ 381 17%
2020 103 184 - 100 12 0 27 2,448 611 3 399 16%
2021 111 197 - 106 12 0 28 2,751 821 $ 426 16%
2022 116 211 - 12 13 0 28 2,938 913 $ 451 15%
2023 116 219 - 17 13 0 29 3,054 931 $ 465 15%
2024 116 228 - 121 13 0 30 3,173 946 $ 478 15%
2025 122 235 - 126 13 0 30 3,425 1,124 $ 496 14%
2026 135 244 - 127 14 0 31 3,786 1,408 $ 520 14%
2027 139 240 - 127 14 0 31 3,988 1,526 $ 521 13%
2028 139 240 - 128 14 0 32 4,089 1,544 $ 522 13%
2029 139 240 1 129 15 0 33 4,170 1,538 $ 524 13%
2030 139 240 1 130 15 0 34 4,261 1,544 $ 6524 12%
2031 140 237 1 130 15 0 34 4,371 1,565 $ 523 12%
2032 140 230 1 130 15 0 35 4,474 1,574 $ 516 12%

(1) Hydro entered into an agreement with the Province whereby the Corporation assumed obligations of the Province with respect to certain
northem development projects. Obligations totaling $143 million were assumed, with respect to which water rental charges had been fixed
until March 31, 2001. Of these obligations, $9 million remain to be paid in fiscal 2013 and future years.

2012 09 21 Page 2 of 2
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2012/13 & 2013/14 Electric General Rate Application i

PUB/MH 1-49

Reference: Tab 525 & 31 of 36 Payments to Governments

b) Please provide a schedule that details the calculation of the debt guarantee fee
for the fiscal years 2004 through 2012 and forecast for 2013 and 2014,

ANSWER:

Please see the following table:

Provincial Debt Guarantee Fee (PGF) Calculations
(% millions CAD)

Actual Actual Actual Actual Actual  Forecast Forecast
2008 2009 2010 2011 2012 2013 2014
Long Term Debt Balance for PGF 7,160 7,486 8,132 8,638 8,528 9,434 10,274
Short Term Debt Balance for PGF 148 - 100 - - 48 55
Trust Investment from Pre-Financing {122) (166) (654) - - -
Debt Balance for PGF Purposes 7,308 7,364 8,066 7,984 8,528 9,482 10,330
PGF Rate 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00%
Amount PGF Paid to Province 73 74 76 80 85 95 103
PGF Portion Allocated to Centra (3) (3) (3) (3) (3) (4) (4)
Net Hydro PGF 70 70 72 77 82 91 100

Notes: (1) The fee calculation is based on ending debt balances at March 31 of the prior fiscal year. Manitoba Hydro Is not assessed the provincial
debt guarantee fee on bonds issued for mifigation purposes. The fiscal year debl balances presented in PUB/MH 1-49(b) represent that
amount of debt upon which the PGF was paid or Is payable for that fiscal year.

(2) The PGF on US debt s paid in US dollars using the stated PGF rate, For presentalion purposes, US debt balances are franslated o a
Canadian equivalent using the year end exchangs rate, The presentation of Ihe US long term debt balance at March 31, 2008 was
translated at the year end exchange rate of 1.2602 although the US dollar PGF payment was made at a 1.06036 exchange rate utilizing
EX forward contracts. Therefore, the Canadian equivalent of the amount paid to the Province for 2010 was less than 1%. The forecasted
year end exchange rates for 2012, 2013 and 2014 were 0.96, 0.99 and 0.99 respectively.

2012 09 21 Page 1 of |
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2012/13 & 2013/14 Electric General Rate Application

PUB/MH 1-49

Reference: Tab 5 25 & 31 of 36 Payments to Governments

) Please provide a schedule that details the calculation of water rental payments
for the fiscal years 2004 through 2012 and forecast for 2013, and 2014.

ANSWER:

Please see the following schedule for the water rental payment calculation for the years 2008
through 2014.

20120921 Page 1 of 2



Water Rental Calculation

2012/13 & 2013/14 Electric General Rate Application

Actual Actual Actual Actual Actual Forecast Forecast
2008 2009 2010 2011 2012 2013 2014

Megawatt-Hours Generated 34.9 34.2 338 34.0 33.2 293 30.7
(billion kwWh)
Converted to Horsepower-years 5.7 5.6 5.6 5.6 5.5 4.8 5.1 (1)
(million HP-YR)
Rental Rate per Horsepower-year $ 20.32 S 20.32 S 20.32 S 2032 S 20.32 S 20.32 S 20.32 (2)
Calculated Water Annual Rental S 116.7 S 114.3 S 113.0 $ 113.8 $ 110.8 S 978 S 102.7
(S million)
Minimum Rental Adjustment 0.2 1.0 0.3 (3)
Other Adjustment 0.3 (4)
Total Water Rentals S 117.0 S 114.5 S 114.0 S 1141 $ 110.8 S 97.8 S 102.7

(1) The Water Power Act defines "Horsepower-year" as kW.h/6535 X 1.075.

(2) The water rental fee was calculated at a rate of 9.90 per Horsepower-year generated up to March 31, 2001. Effective

April 1, 2001 the rate was increased to its current level of $20.32 per Horsepower-year.

(3) The Water Power Act of Manitoba provides that the water rentals charged for each generation site be the greater of

(a) a fixed rate multiplied by the installed capacity of that site and (b) a fixed rate multiplied by the electrical output for

the year of that site. Generally, the calculation under (b) based on actual output results in the greatest amount for
each generation site. In some years, such as 2009 it is necessary to adjust the amounts calculated under the (b}
calculation for some specific sites to bring the total up to the amount calculated under the (a) installed capacity

calculation method.

(4) Due to a rounding difference.

2012 09 21
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2012/13 & 2013/14 Electric General Rate Application

PUB/MH 1-49

Reference: Tab 5 25 & 31 of 36 Payments to Governments

d) Please provide a schedule that details all forecast payments to all Government
by year from 2013 to 2032.
ANSWER:

Please see the response to PUB/MH 1-49(a) for the forecast payments to municipalities and
the Province for the years 2013 to 2032.

The only significant payments to the federal government are in the form of the employer
premiums for Canada Pension Plan (CPP) and Employment Insurance (EI). For forecasting
purposes these payments are included in the general employee benefit amount applied to
salaries and are not forecasted as separate amounts.

The actual payments made for fiscal 2012 were $14.2 million for CPP premiums and
$6.5 million for EI premiums.

2012 09 21 Page 1 of 1



2012/13 & 2013/14 Electric General Rate Application

PUB/MH 1-49
Reference: Tab 5 25 & 31 of 36 Payments to Governments

e) Please provide an update to the table in PUB/MH II-14 (a) adding the years 2025
and 2032.

ANSWER:

Please see Manitoba Hydro’s response to PUB/MH I-49(a).

2012 09 21 Page 1 of 1
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2012/13 & 2013/14 Electric General Rate Application

PUB/MH I-71

Reference: Tab 5 Section 5.10 Page 31 of 36Capital Taxes

Please provide the details of the taxable paid up capital balance for Manitoba capital
tax purposes for the fiscal years 2011, and 2012 and the projected taxable capital for the
fiscal years 2013 through 2014.

ANSWER:
Please see the following table for capital tax information for the years 2011 through 2014.

Taxable Paid Up Capital Calculation:

($ Billions)

Actual Actual Forecast Forecast

2011 2012 2013 2014

Total Debt 8.9 9.6 10.6 11.4
Retained Earnings 24 2.5 2.4 2.2
AOCT 0.4 0.3 0.3 0.1
Total Paid Up Capital (A) 11.6 12.4 13.3 13.7
Temporary Investments 0.1 0.0 0.0 0.0
Sinking Fund Assets 0.3 0.3 0.3 0.1
Pension Investments 0.8 0.8 0.8 0.5
Investment in Subsidiaries 0.3 0.3 0.2 0.2
Loans to Subsidiaries 0.9 1.0 1.3 1.3
Total Eligible Assets (B) 23 2.5 2.7 22
Total Assets (C) 14.0 15.0 14.4 14.4
Total Paid Up Capital 11.6 12.4 13.3 13.7
Less Investment Allowance
(BICXA) 1.9 2.0 2.5 2.1
Taxable Paid Up Capital 9.7 10.4 10.9 11.6
Capital Tax Calculation
($ millions)
Capital Tax at 0.5% X D 48 52 54 58

2012 09 21 Page 1 of 1
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2012/13 & 2013/14 Electric General Rate Application

PUB/MH 1-134

Reference: 2010 GRA — WPLP Agreement/2011 GRA - PUB/MH 11-38/PUB/MH I-
42 Wuskwatim Partnership (WPLP)

Please re-file PUB/MH II-38 and PUB/MH I -142 updated and provide a detailed
illustration of WPLP revenue calculation process including 2013/14 components of:

a) Contract sales and prices (if applicable)
b) Opportunity peak sales and prices

c) Opportunity off-peak sales and prices
d) Domestic sales and prices (if applicable)

ANSWER:

Please see the attached schedules for updates to PUB/MH 1I-38 and PUB/MH 1-42 from the
2010/11 & 2011/12 General Rate Application.

Wuskwatim’s revenue related to energy generated during the on-peak hours is determined
based on the average price Manitoba Hydro realizes for long-term export sales and import
transactions. Wuskwatim’s revenue related to energy generated during the off-peak hours is
determined from the average price Manitoba Hydro realizes for all on-peak and off-peak
opportunity export and import transactions, excluding the on-peak long-term transactions.
The total of gross revenue related to on-peak and off-peak energy is reduced by transmission
and related market participation charges and Manitoba Hydro’s 3% marketing risk fee.

The WPLP revenue calculation cannot be broken down further as requested as contract and
opportunity sales and prices are commercially sensitive information. Domestic sales are not
included in the determination of the WPLP revenue.

Please note that the WPLP projected financial statements were prepared assuming a March

2012 in-service date for the first generating unit and the electric operations forecast was
subsequently adjusted to reflect the deferral to June 2012 for the finalization of IFF11-2.

201209 21 Page 1 of 12
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2012/13 & 2013/14 Electric General Rate Appli. ~ on

WUSKWATIM POWER LIMITED PARTNERSHIP (IFF11-2)
PROJECTED OPERATING STATEMENT
(In Millions of Dollars)

For the year ended March 31
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
REVENUES
Revenue 1 57 57 69 90 99 108 117 124 125 133
1 57 57 69 a0 g9 108 117 124 125 133
EXPENSES
Operating and Administrative 1 10 10 10 10 10 10 10 10 1 1"
Finance Expense 3 62 71 73 75 74 73 72 70 68 66
Depreciation and Amortizaiion 1 23 25 25 25 25 25 25 25 25 25
Water Rentals and Assessments 0 5 5 5 5 5 5 5 5 5 5
5 99 110 113 115 114 113 112 110 109 106
Net Income (3) (42) (54) (44) (25) (15) (5) 5 14 17 27
Financial Ratios
Debt 75% 78% 82% 85% 85% 85% 85% 84% 83% 81% 75%

2012 09 21 Page 2 of 12
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2012/13 & 2013/14 Electric General Rate Applic  n

WUSKWATIM POWER LIMITED PARTNERSHIP (IFF11-2)
PROJECTED OPERATING STATEMENT

(In Millions of Dollars)
For the year ended March 31
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
REVENUES
Revenue 139 141 147 143 146 151 155 159 164 168
139 141 147 143 146 151 155 159 164 168
EXPENSES
Operating and Administrative 1 1 12 12 12 11 11 1 12 12
Finance Expense 61 60 59 58 57 56 55 54 53 52
Depreciation and Amortization 25 25 25 25 25 25 25 25 25 25
Water Rentals and Assessments 5 5 5 5 5 5 5 5 5 5
102 101 101 100 99 98 96 96 95 94
Net Income 36 40 46 43 47 53 58 64 69 74
Financial Ratios
Debt 75% 75% 75% 75% 75% 75% 75% 75% 75% 75%
2012 09 21 Page 3 of 12
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For the year ended March 31

ASSETS

Plantin Service
Accumulated Depreciation

Net Plant in Service

Construction in Progress
Current and Other Assets

LIABILITIES AND EQUITY

Long-Term Debt
Current and Other Liabilities
Partners Capital

2012 09 21

2012/13 & 2013/14 Electric General Rate Appliv. ~ sn

WUSKWATIM POWER LIMITED PARTNERSHIP (IFF11-2)
PROJECTED BALANCE SHEET
(In Millions of Dollars)

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

446 1,337 1,337 1,337 1,337 1,337 1,337 1,337 1,337 1,337
1N (17) (36) (55) (74) (93) (111) (130) (149) (168)

445 1,319 1,300 1,282 1,263 1,244 1,225 1,207 1,188 1,169

821 (6) 0 0 0 0 0 0 0 0
297 299 303 308 315 321 329 336 345 353

1,563 1,612 1,604 1,590 1.577 1,566 1.554 1,543 1,632 1,522

800 998 1,052 1,102 1,102 1,102 1,102 1,102 1,102 1,102
450 327 316 297 285 278 272 255 231 204
314 287 235 191 190 185 180 185 199 216

1.563 1,612 1,604 1.590 1.577 1.566 1,554 1.543 1.632 1,522

Page 4 of 12
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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

LIABILITIES AND EQUITY

Long-Term Debt
Current and Other Liabilities
Partners Capital

2012 09 21

2012/13 & 2013/14 Electric General Rate Appliv  .n

WUSKWATIM POWER LIMITED PARTNERSHIP (IFF11-2)
PROJECTED BALANCE SHEET

(In Millions of Dollars)

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
1,340 1,340 1,340 1,340 1,340 1,340 1,340 1,340 1,340 1,340

(208) (224) (243) (262) (281) (300) (319) (338) (357) (375)
1,134 1,116 1,097 1,078 1,059 1,040 1,021 1,003 984 965
0 0 0 0 0 0 0 0] 0 0]
373 384 395 407 420 433 448 463 479 496
1,507 1,499 1,492 1,485 1479 1474 1,469 1,466 1,463 1,461
1,102 1,102 1,102 1,102 1,102 1,102 1,102 1,102 1,102 1,102
151 141 143 140 141 144 146 149 153 158
254 256 246 243 235 228 221 214 208 201
1.507 1,499 1492 1,485 1,479 1,474 1,469 1.466 1,463 1461

Page 5 of 12

65¢



A FU

2012/13 & 2013/14 Electric General Rate Appli.  .n

WUSKWATIM POWER LIMITED PARTNERSHIP (IFF11-2)
PROJECTED CASH FLOW STATEMENT
{In Millions of Dollars)

For the year ended March 31
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
OPERATING ACTIVITIES
Cash Receipts from Customers 1 57 57 69 90 99 108 117 124 125 133
Cash Paid to Suppliers and Employees (1 (15) (15) (15) (15) (16) (16) (15) (16) (16) (16)
Interest Paid (39) (66) 1) (74) (76) (76) (75) (75) (74) (72) (71)
Interest Received - - 0 l 1 2 2 3 4 4 5
(39) (24) (29) (19} 0 10 20 30 39 42 52
FINANCING ACTIVITIES
Proceeds from Long-Term Debt 200 - 50 50 - - - - - - -
Other 42 15 0 (N (1) 1) (1) (2) (2) (2) (2)
242 15 50 49 (1) (1) (1) (2) {2) (2) (2)
INVESTING ACTIVITIES
Property, Plant and Equipment, net of contributions (133) (60) 6) - - (0) - = = 3 (0)
Sinking Fund Payment - (8) (10) (11) (12) (13) (13) (14) (14) (15) (15)
Other - 198 4 - - 23 10 - - - -
{133) 130 (12) (11 (12) 11 (3) (14) (14) (15) (16)
Net Increase (Decrease) in Cash 71 122 10 18 (13) 19 15 15 23 25 34
Cash at Beginning of Year (223) (152) (31) (21) (3) (16) 3 18 33 56 81
Cash at End of Year {152) (31) (21) (3) (16) 3 18 33 56 81 115

2012 09 21 Page 6 of 12
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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
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

2012 09 21

2012/13 & 2013/14 Electric General Rate Appliv: o0

WUSKWATIM POWER LIMITED PARTNERSHIP (IFF11-2)
PROJECTED CASH FLOW STATEMENT
(In Millions of Dollars)

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

139 141 147 143 146 151 155 159 164 168
(16) (16) (17) (7 (17 (16) (16) (16) (17 (7
67) (66) (66) (66) (66) (66) (66) (66) (66) (66)

6 6 7 8 g9 9 10 11 12 13

61 65 71 68 71 78 83 89 94 99
(2) (2) (2) 2 (2 (3) (3) (3) 3 (3)
(2) (2) (2) 2) (2) (3) (3) (3) (3) (3)
3) - - - (0) - - - - ©)
(16) (17) 7 (18) (19) (20) (20) (21) (22) (23)
44 (70) (38) (56) (46) (54) (61) (65) 71) (76)
25 (86) (55) (75) (65) (73) (81) (86) (93) (99)
84 (23) 14 ©) 4 2 ) (1) ) (3)

115 199 176 189 181 184 186 186 185 184

199 176 189 181 184 186 186 185 184 181

Page 7 of 12 5



For the year ended March 31

Operating and Administrative
Generating Station O&A
Transmission Related O&A
Development Fund

For the year ended March 31

Operating and Administrative
Generating Station O8&A
Transmission Related O&A
Development Fund

2012 09 21

2012/13 & 2013/14 Electric General Rate Applic  _n
WUSKWATIM POWER LIMITED PARTNERSHIP (WPLP)
FORECAST OM&A COSTS
(In Millions of Dollars)

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
1 9 9 9 9 9 9 9 9 9 10
0 0 0 0 0 1 1 1 1 1 1

- 1 1 1 1 1 1 1 1 1 1
1 10 10 10 10 10 10 10 10 11 11
WUSKWATIM POWER LIMITED PARTNERSHIP (WPLP)
FORECAST OM&A COSTS
(In Millions of Dollars)

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

10 10 10 10 11 10 10 10 10 10

1 1 1 1 1 1 1 1 1 1

1 1 1 1 1 1 1

11 11 12 12 12 11 11 11 12 12

Page 8 of 12
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For the year ended March 31

Finance Expense
Interest on Long Term Debt
Interest on Short Term Debt

Interest on Interconnection Credit Facility

Sinking Fund Admin Fee
Interest Income
Capitalized Interest

For the year ended March 31

Finance Expense
Interest on Long Term Debt
Interest on Short Term Debt

Interest on Interconnection Credit Facility

Sinking Fund Admin Fee
Interest Income
Capitalized Interest

2012 09 21

2012/13 & 2013/14 Electric General Rate Appliv ~ n
WUSKWATIM POWER LIMITED PARTNERSHIP (WPLP)
FINANCE EXPENSE FORECAST
(In Millions of Dollars)
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
36 48 53 56 59 60 60 60 60 60 60
2 1 1 1 0 ()] (1 @ 3) é) (5)
1 17 17 17 16 16 16 16 16 16 16
- - 0 0 0 0 0 0 0 0 0]
= = 0) (1) (M @) @ @3) @) @) ®)
(37) (4) = 3 - (0) - = - = ()
3 62 71 73 75 74 73 72 70 68 66
WUSKWATIM POWER LIMITED PARTNERSHIP (WPLP)
FINANCE EXPENSE FORECAST
(In Millions of Dollars)
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
60 60 60 60 60 60 60 60 60 60
©) ) 9 ©) 9) 9 ©) C)) 9 ©
16 16 16 15 15 15 15 156 15 15
0 0 0 0 0 0 0 0 0 0
(6) 6) @ @) 9) ) (10) (11) (12) (13)
(0) - = = (0) = E - - ©)
61 60 59 58 57 56 55 54 53 52
Page 9 of 12
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For the year ended March 31

Short Term Debt Interest Rate w/ PGF
Long Term Debt Interest Rate w/ PGF
Equity Loan Credit Facility Interest Rate

For the year ended March 31

Short Term Debt interest Rate w/ PGF
Long Term Debt Interest Rate w/ PGF
Equity Loan Credit Facility Intersst Rate

2012 09 21

2012/13 & 2013/14 Electric General Rate Appli.  .n

WUSKWATIM POWER LIMITED PARTNERSHIP (WPLP)
FORECAST INTEREST RATES
(In Millions of Dollars)

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
190% 225% 320% 480% 505% 525% 530% 530% 530% 530% 5.30%
475% 470% 5.05% 640% 690% 720% 740% 740% 740% 740% 7.40%
200% 325% 605% 7.40% 7.90% 820% 840% 840% 840% 840% 1040%

WUSKWATIM POWER LIMITED PARTNERSHIP (WPLP)
FORECAST INTEREST RATES
{In Millions of Dollars)

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
530% 530% 5.30% 530% 530% 530% 530% 530% 530% 530%

740% 740% 740% 740% 740% 740% 740% 740% 740% 7.40%
1040% 1040% 10.40% 1040% 1040% 1040% 1040% 1040% 1 040% 10.40%

Page 10 of 12
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For the year ended March 31

Average Generation (GW.h)
Wuskwatim Revenue
Marketing Risk Fee
Wouskwatim Net Revenue

Average Price ($/MW.h) net of Risk Fee

For the year ended March 31

Average Generation (GW.h)
Wuskwatim Revenue
Marketing Risk Fee
Wuskwatim Net Revenue

Average Price ($/MW.h) net of Risk Fee

2012 09 21

2012

2012/13 & 2013/14 Electric General Rate Applic. o

WUSKWATIM POWER LIMITED PARTNERSHIP (WPLP)
FORECAST REVENUE
(In Millions of Dollars)

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
41 1,469 1,517 1,517 1,517 1,617 1,517 1,517 1,517 1,517 1,517
2 59 58 71 93 102 112 121 128 129 138
(0) (2) (2) (2) (3) 3 3 4 (4) 4) 4)
1 57 57 69 90 99 108 117 124 125 133
35.98 38.79 37.29 45.38 59.45 65.49 7142 7722 81.95 82.71 87.99
WUSKWATIM POWER LIMITED PARTNERSHIP (WPLP)
FORECAST REVENUE
(In Millions of Dollars)
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
1,617 1,517 1,517 1,517 1,517 1,517 1,617 1,517 1,517 1,517
143 146 151 147 150 155 160 164 169 174
4) 4) (5) 4) (5) (5) (5) (5) (5) (5)
139 141 147 143 146 151 155 159 164 168
9140 93.08 96.78 94.28 96.10 99.33 102.04 10498 107.98 110.97

Page 11 of 12
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For the year ended March 31
Average Generation (GW.h)

Water Rental Rate ($/MW.h)

Water Rentals

For the year ended March 31
Average Generation (GW.h)

Water Rental Rate ($/MW.h)

Water Rentals

2012 09 21

2012/13 & 2013/14 Electric General Rate Applic  .n

WUSKWATIM POWER LIMITED PARTNERSHIP (WPLP)
FORECAST WATER RENTALS
(In Millions of Dollars)

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

1,517 1,517 1,517 1,517

41 1,469 1,517 1,917 1,517 1,517 1,517
3.341 3.341 3.341 3.341 3.341 3.341 3.341

3.341 3.341 3.341
5 5 5 5

3.341

0 5

WUSKWATIM POWER LIMITED PARTNERSHIP (WPLP)
FORECAST WATER RENTALS
(In Millions of Dollars)

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

1,517 1,617 1,617 1,617 1,517 1,517 1,517

1,517 1,517 1,517
3.341 3.341 3.341 3.341

3.341 3.341 3.341 3.341
5 5 5 5

3.341 3.341
5 5 5

5 5 5
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2012/13 & 2013/14 Electric General Rate Application

CAC/MH1-15

Subject: Integrated Financial Forecast
Reference: Tab 4,Page 4

a) For each of MH09-1; MH10-2 and MH11-2 please indicate the annual impact of
Wauskwatim on the operating statement through to the year 2013/14,

ANSWER:

Please see the attached schedule.

20120926 Page 1 of 2



2012/13 & 2013/14 Electric General Rate Application

Estimated Impacts of Wuskwatim on Net Income

($Millions)
IFF09 IFF10 IFF11-2

Projected capital cost of Wuskwatm
(Including Trapsmission) 1,591 1,566 1,672

2012/13  2013/14 2012/13  2013/14 2012/13 2013/14
Finance expense (net of mternally
geperated fimds) 61 62 61 61 65 71
OM&A costs 6 6 7 8 8 10
Depreciation 27 27 23 26 23 25
Capital tax and water rentals 10 10 10 10 10 11
Income statement impacts * 104 105 101 105 106 117

* Before non-controlling interest

2012 09 26 Page 2 of 2
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Exhibit # MH-115
Transcript Pages #4487 &
#4489-4490

Manitoba Hydro Undertaking #93

Manitoba Hydro to provide calculation for the $4 million amount shown for 2012. Update
the Income Statement for the Wuskwatim Limited Partnership Agreement for IFF10. To
the extent we filed the balance sheet and cash flow statement, update those for IFF10 as
well.

The non-controlling interest in 2011/12 of $4 million represents Nisichawayasihk Cree Nation’s
339, share of the Wuskwatim Power Limited Partnership’s (WPLP) projected $13 million loss in
the year.

The WPLP projected financial statements corresponding to IFF10 are attached.

The Income Statement impacts of Wuskwatim in 2012/13 (the first full year of operation) can be
calculated as follows:

Projected capital cost of Wuskwatim S 1,566 million
Internally generated funds (35%) (548)
Long term borrowing requirements S 1,018

First year long term financing cost @ 6% ) 61

OM&A costs 7
Depreciation @ 1.5% 23
Capital tax and water rentals 10
Income statement impacts (first year) S 101

Income statement net cost per kW.h:

$101/1515GW.h = 6.7 ¢/kW.h
Assumed revenue per kW.h 5.5
Net loss per kW.h 1.2

First year loss: 1515 GW.h * 1.2¢/kW.h= S 18 million
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WUSKWATIM POWER LIMITED PARTNERSHIP
PROJECTED OPERATING STATEMENT
IFF10
(In Millions of Dollars)

For the year ended March 31
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
REVENUES
Revenue - 27 88 94 104 114 121 127 134 142
- 27 88 94 104 114 121 127 134 142
EXPENSES
Operating and Administrative - 4 8 8 8 8 8 8 8 8
Finance Expense - 24 66 66 65 63 60 59 57 56
Depreciation and Amortization - 10 26 26 26 26 27 27 27 27
Water Rentals and Assessments = 2 5 D 5 5 5 5 5 5
- 40 106 105 104 103 100 a9 97 96
Net Income/(Loss) - (13) (18) (11) (1) 12 20 29 37 46
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For the year ended March 31

ASSETS

Plantin Service
Accumulated Depreciation

Net Plant in Service

Construction in Progress
Current and Other Assets

LIABILITIES AND EQUITY
Long-Term Debt

Current and Other Liabilities
Equity

2011 04 14

WUSKWATIM POWER LIMITED PARTNERSHIP
PROJECTED BALANCE SHEET

IFF10
(In Millions of Dollars)

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
- 1,240 1,240 1,240 1,240 1,240 1,240 1,240 1,240 1,240
. (6) (25) (43) (62) (80) (99) (117)  (136)  (154)
- 1,234 1,216 1,197 1,178 1,160 1,142 1,123 1,105 1,086
1,103 (16) : . . 5 - : = -
270 287 289 290 292 295 298 301 305 309
1.373 1.505 1,504 1,487 1471 1455 1,439 1.424 1,409 1,395
800 918 930 930 930 930 930 930 930 930
297 294 294 288 272 245 241 233 227 221
276 293 279 269 268 280 268 261 252 244
1.373 1.505 1.504 1487 1471 1,455 1.439 1,424 1,409 1,395
Page 3 of 4
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WUSKWATIM POWER LIMITED PARTNERSHIP
PROJECTED CASH FLOW STATEMENT
IFF10
(In Millions of Dollars)

For the year ended March 31
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

OPERATING ACTIVITIES
Cash Receipts from Customers - (27) (88) (94) (104) (114) (121) (127) (134) (142)
Cash Paid to Suppliers and Employees - 6 13 13 13 13 14 14 13 13
Interest Paid 33 53 66 66 66 65 63 62 61 60
Interest Received - - - (0) (1) (2) (3) (3) 4) ®)
33 32 (9) (16) {26) (38) (47) (55) (64) (72)
FINANCING ACTIVITIES
Proceeds from Long-Term Debt (400) (118) (12) - - - - - - -
Proceeds from Issue of Units (73) (30) 4) - - - - - - -
Other - 1 1 1 1 1 1 1 2 2
(473) (148) (15) 1 1 1 1 1 2 2
INVESTING ACTIVITIES
Property, Plant and Equipment, net of contributions 258 92 16 - - 0 - - - -
Sinking Fund Payment - - 9 10 10 10 11 11 12 12
Other - - - - - - - 32 36 46
258 92 25 10 10 11 11 43 48 58
Net Increase (Decrease) in Cash (182) (24) 1 (5) (15) (26) (34) (10) (15) (13)
Cash at Beginning of Year 209 27 3 5 (0) (15) (41) (76) (86) (100)
Cash at End of Year 27 3 5 (0) (15) 41) (76) (86)  (100)  (113)
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273
2012/13 & 2013/14 Electric General Rate Application

PUB/MH II-50

Reference: PUB/MH I1-39 (a), PUB/MH I-134,CAC/MH 1-15 (a)

b) Please indicate the total internally generated funds assumed to be used for this
project. Provide detailed calculations in support of the estimate.

ANSWER:

Please see the attached schedule.
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Manitoba Hydro

Analysis of Wuskwatim Project Sources and Uses of Cash Flows

Based on actuals available to March 31, 2011 and forecast based on IFF11-2

10
11

12

Total Capital Expenditures
Less Total Base Capital
Total MNG&T Capital

Total Wuskwatim Capital (Generation & Transmission)

% Total Wuskatim Capital/ Total MNG&T Capital

Cash Flow from Operations

Less Total Base Capital

Total Surplus Cash Flow from Operations for MNG&T Capital

Total Surplus Cash Flow from Operations Attributed to Wuskwatim Capital
Total Financing Activities Attributed to Wuskwatim Capital

Total Wuskwatim Capital (Generation & Transmission)

Total IGF Allocated to Wuskwatim/Total Wuskwatim Capital Cost

201211

2012/13 & 2013/14 Electric General Rate Application

2003/04
Total 2012/13 201112 201041 2009/10 2008/09 2007/08 2006/07 2005/06 2004/05 & Prev.
8132 1244 1,114 1,438 1,117 932 869 680 522 520
(3.659) (453) (458) (477) (438)  (388)  (391)  (383) (311)  (361)
@2-) 4,473 791 856 657 679 544 478 297 211 159
1,672 71 213 326 367 254 207 77 36 36 85
@473 37% 9%  32%  50%  54%  47% @ 43% 6%  17%  23%
5,032 537 427 572 589 688 633 443 710 433
(3,659)  (453) (458)  (477) (438) (388)  (391)  (383) (311)  (361)
©-7) 1,373 T 31) a5 151 300 242 60 399 72
(5*8) 481 8 - 47 82 140 105 16 68 16 -
1,191 64 213 279 285 114 102 61 (32) 20 85
1,672 iz 213 326 367 254 207 77 36 36 85
@/10)  29%  29%  30%  34%  40%  50%  46%  43%  54%  13% 0%
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2012/13 & 2013/14 Electric General Rate Application

PUB/MH 1-45

Reference: 2012 Annual Report & 2011 Annual Report, Note 6, Page 80

With respect to the Construction in Progress balances outlined in note 6 to the financial
statements, please provide the following:

a) Describe MH’s policy for capitalizing Construction in Progress costs and how
the policy has changed as a result of IFRS.

ANSWER:

Manitoba Hydro capitalizes all project costs related to asset additions, including direct
labour, materials, contracted services, a proportionate share of overhead costs and interest
applied at the average cost of debt. Capital project costs are charged to Construction Work in
Progress until the corresponding asset becomes available for use, at which time the transfer
to in-service property plant and equipment is made, interest expense allocated to construction
ceases, and depreciation and finance expense charged to operations commences.

Overall, MH’s policy for capitalizing construction in progress costs is not expected to change
as a result of IFRS. However some of the costs eligible for capitalization will change upon
the adoption of IFRS. Please see Appendix 5.5 pages 30 — 32 for more information on MH
costs not eligible for capitalization under IFRS.
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