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The following Management'’s Discussion and Analysis (MD&A) provides comments on the financial results
of Manitoba Hydro (the corporation) for the year ended March 31, 2023 with comparative information
where applicable. The MD&A also provides an assessment of corporate risks and contains forward-looking
statements regarding conditions and events which may affect financial performance in the future. Such
forward-looking statements are subject to a number of uncertainties which are likely to cause actual results
to differ from those anticipated. For context, the MD&A should be read in conjunction with the consolidated
financial statements and notes. The fiscal 2023 financial information discussed below has been prepared

in accordance with International Financial Reporting Standards (IFRS).

Summary of Consolidated Results

Consolidated Statement of Income
Consolidated net income attributable to Manitoba Hydro was $638 million for the year ended March 31,
2023. This was a significant improvement from the net loss of $248 million in the previous fiscal year.

Manitoba Hydro experienced a substantial increase in net exports (extraprovincial revenue net of fuel and
power purchased and water rentals) largely driven by a significant increase in market prices as well as record
high water flow conditions which resulted in higher hydraulic generation and lower power purchases (imports),
compared to the drought conditions in the previous fiscal year. Extraprovincial revenues were significantly
higher than the prior year due to favourable spot market prices as well as increased volumes driven by higher
generation, which resulted in over S1.1 billion in sales, an increase of 93.3% over 2021-22. In addition to
higher extraprovincial sales, the higher hydraulic generation allowed for a $256 million reduction in power

purchase costs compared to the previous year.

The increase to net income was also impacted by the announcement made by the Province of Manitoba to
reduce the fees charged to the corporation to guarantee its debt and the rate charged for the use of water
in the generation of electricity (water rentals) by 50%, effective April 1, 2022. The reduction of these fees
provided $189 million in savings in 2022-23. These annual savings will provide Manitoba Hydro with the
opportunity to retire debt and minimize new debt which will gradually improve the corporation’s financial
health and Manitoba Hydro will be better placed to provide rate stability and predictability to customers.

In October 2023, Manitoba Hydro International Ltd. (a wholly-owned subsidiary of the corporation) sold its
interest in a future royalty stream for S69 million as a result of a third-party transaction. The one-time sale
increased netincome in the other segment which further contributed to the improved netincome in 2022-23
compared to the previous year.

Domestic electricity revenues also increased largely due to the January 1, 2022 interim electric rate increase,
higher customer usage as well as customer growth and other revenue increased due to the one-time sale
of royalty interests. These increases to net income were partially offset by cost increases related to the
in-service and operations of Keeyask (fully in-service in March of 2022) as well as an increase in operating

and administrative costs.
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Natural Gas Net Movement in Regulatory Balances

The natural gas net movement in regulatory balances captures the timing differences between financial
reporting under IFRS and those amounts approved by the Public Utilities Board for rate-setting purposes.
The change in the net movement in regulatory balances of $4 million was primarily the result of the change
in the PGVA balance due to higher purchased gas costs compared to amounts recovered from customers,

partially offset by the amortization of meter testing costs which ended in 2021-22.

Natural Gas Capital Expenditures
The capital expenditure program relates to new business, system improvement and other expenditures to
meet the needs of natural gas customers. Capital expenditures in the natural gas sector were $46 million in

2022-23 which was consistent with the prior year.

Other Segment

In addition to Centra, Manitoba Hydro has the following wholly-owned subsidiaries involved in energy-related

business enterprises:

Manitoba Hydro International Ltd. (MHI) provides innovative consulting, operations, maintenance and project
management services world-wide, either exclusively or through partnerships. MHI provides research and
development services and products to the power system and telecommunication sectors. The reorganization
of Manitoba Hydro International as announced in February of 2021 is still in progress. This includes the
continued wind down of MHI's international consulting business.

In October 2022, MHI sold its interests in Real Time Digital Solutions Technologies Inc. (RTDS) as a result
of the acquisition of RTDS by a third party. MHI had been receiving royalty revenue from RTDS related to a
licensing agreement. The corporation received a one-time payment of $69 million compensating MHI for the
royalty stream, which ceased following the sale.

The Province of Manitoba signed a contribution agreement and associated documents with Xplore in November
2021 formalizing the provision of broadband services to nearly 30 First Nations and approximately 350 rural
and northern communities. The telecom services segment of MHI may be impacted by this agreement. Work
by Xplore to provide rural broadband services is on-going. Manitoba Hydro will continue to own the fibre optic

network and run the network in support of its core operations.

Manitoba Hydro Utility Services Ltd. (MHUS) provides meter reading and related services to Manitoba
Hydro, Centra and other utilities.

Manitoba Hydro also owns Minell Pipelines Ltd. (Minell) and Teshmont LP Holdings Ltd. (Teshmont).

Through its wholly-owned subsidiary, Teshmont LP Holdings Ltd., Manitoba Hydro owns 40% interest in
Teshmont Consultants Limited Partnership (TCLP). In September of 2020, TCLP sold its operating assets and
during 2022-23, TCLP completed the winddown of its operations. Accordingly, Manitoba Hydro is currently
in the process of winding up Teshmont. At March 31, 2023, Teshmont no longer held ownership in TCLP and
the final closing procedures for Teshmont are proceeding.
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The following table provides a summary of the financial results of the subsidiary companies excluding Centra
for the fiscal year ended March 31, 2023 compared to the previous fiscal year. The results of Minell and

Teshmont are included in Other in the table below:

MHI MHUS Other Total
2023 2022 2023 2022 2023 2022 2023 2022
millions of dollars

Revenues 114.6 474 7.1 7.4 04 0.7 122.1 555
Expenses 30.2 388 6.9 6.6 1.2 1.0 38.3 46.4
Net income (loss) 84.4 86 0.2 0.8 (0.8) (0.3) 83.8 9.1

Risk Management

Manitoba Hydro is solely responsible for the provision of natural gas and electricity to Manitobans and as
such is focused on effective risk management, ensuring the cost and effort associated with risk mitigation
is balanced against the potential impacts to rates and services. Responsibility for managing risks at Manitoba
Hydro has been distributed across the corporation.

Enterprise Risk Management

Manitoba Hydro faces risks and uncertainties that is driving the need for Strategy 2040. Strategy 2040 will be
executed in an evolving energy landscape where the degree and pace of change is unknown. Manitoba Hydro
is focused on establishing a comprehensive Enterprise Risk Management (ERM) program to ensure these risks
and risks inherent in its business are clearly understood, actively monitored, and effective mitigation plans are

put in place to support successful execution of Strategy 2040.

Manitoba Hydro's ERM program is focused on strategically managing Manitoba Hydro's enterprise risks
through an integrated, comprehensive, forward-looking standardized approach. ERM will drive consistency
and organizational alignment around risk management by the implementation of defined risk management
policies and procedures, allowing risks to be aggregated and understood at an enterprise-wide level. ERM will
also support the continued development of a risk intelligent culture within Manitoba Hydro, where each area
not only manages known risks but considers risk holistically across the enterprise, with a common risk language
and risk-based tools and processes throughout its decision-making processes. Development and roll-out of
the ERM framework continues to be the major focus of ERM program efforts. Next steps and targeted areas
of focus include the development of an enterprise-wide risk appetite, tolerance and quantification process at
Manitoba Hydro.

Top Organizational Risks

Manitoba Hydro faces several risks to the fulfillment of its mission and mandate. Through the ERM program
the following summary of top organization risks have been identified for Manitoba Hydro and focus has been
placed on their effective mitigation. Manitoba Hydro’s top risk summary is monitored and updated as required

as top risks are not static and will change and evolve over time.
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Note 1 Reporting entity

Note

(a)

(b)

(c)

The Manitoba Hydro-Electric Board and the Manitoba Power Commission were amalgamated in
1961 by enactment of The Manitoba Hydro Act to form a Crown corporation in the Province of
Manitoba named Manitoba Hydro-Electric Board (Manitoba Hydro or the corporation). As a Crown
Corporation, Manitoba Hydro is not subject to income taxes under Section 149(1)(d) of the Income
Tax Act (Canada). Manitoba Hydro’s mandate is to provide for the continuance of a supply of energy
adequate for the needs of the province and to engage in and to promote economy and efficiency in
the development, generation, transmission, distribution, supply and end-use of energy. The head office

of the corporation is located at 360 Portage Avenue, Winnipeg, Manitoba.

These consolidated financial statements include the accounts of Manitoba Hydro and its wholly-owned
subsidiaries including Centra Gas Manitoba Inc. (Centra), Minell Pipelines Ltd. (Minell), Manitoba Hydro
International Ltd. (MHI), Manitoba Hydro Utility Services Ltd. (MHUS), Teshmont LP Holdings Ltd.
(which has a 40% ownership interest in the Teshmont Consultants Limited Partnership) and 6690271
Manitoba Ltd. (a subsidiary that was formed to participate in the development of a new transmission
line in the US)). These consolidated financial statements also include Manitoba Hydro's 67% ownership
interest in the Wuskwatim Power Limited Partnership (WPLP) and its 82.5% ownership interest in

the Keeyask Hydropower Limited Partnership (KHLP). For purposes of consolidation, all significant

intercompany accounts and transactions have been eliminated.

2 Basis of presentation

Statement of compliance
These consolidated financial statements have been prepared in accordance with International

Financial Reporting Standards (IFRS).

These consolidated financial statements were approved for issue by the Manitoba Hydro-Electric
Board on July 7, 2023.

Basis of measurement
These consolidated financial statements have been prepared on a historical cost basis except for the

following material items in the consolidated statement of financial position:

® Financial instruments accounted for in accordance with the financial instrument
categories defined in Note 3(n) and (o);

e Employee future benefits defined in Note 3(k); and

® Provisions defined in Note 3().

Functional and presentation currency

The consolidated financial statements are presented in millions of Canadian dollars, the functional

currency of the corporation.
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