AR
il R

PUBLIC CENTRE
INTEREST | JURIDIQUE
LAW D'INTERET

CENTRE PUBLIC

Writers’ email: kadil@legalaid.mb.ca
chkla@legalaid.mb.ca

July 21,2025

The Public Utilities Board of Manitoba

400 - 330 Portage Avenue

Winnipeg, MB, R3C 0C4

Attention: Rachel McMillin, Associate Secretary

Ms. McMillin:

Re: MANITOBA HYDRO 2025/26 TO 2027/28 GENERAL RATE APPLICATION - CONSUMERS
COALITION MOTION TO COMPEL RESPONSES TO ROUND 1 INFORMATION REQUESTS

The Consumers Coalition files this motion seeking an Order directing Manitoba Hydro to provide
further responses to six Round 1 Information Requests. Manitoba Hydro’s responses to these
requests are insufficient and impair the PUB’s ability to determine the issues before it.

The Consumers Coalition files this motion in the interests of a comprehensive evidentiary record.
It relies on Public Utilities Board (PUB) Order 69/25 and PUB Rules 35(2) and 36 in seeking relief.

Manitoba Hydro bears the onus of supporting its rate application including through the testing of
its evidence. The information requested in the Information Requests detailed below is directly
relevant to the issues before the Board, including:

e Ensuring that forecasts are reasonably reliable;
e Ensuring that actual and projected costs incurred are necessary and reasonable;

e Assessing the reasonable revenue needs of Manitoba Hydro in the context of its overall
general health (including reserves); and
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e Settingjust and reasonable rates in accordance with statutory objectives.!

Further responses to the Information Requests described below are necessary and appropriate so
that the material sought can be brought before the Board and examined in second round
Information Requests.

The Coalition also requests that if the Board grants all or parts of the relief sought, it also provide
for an amended proceeding schedule by which second round Information Requests may be
submitted respecting the information to be produced.

Each Information Request at issue will be addressed below in turn.
COALITION/MH I-11(b)

The Coalition requested information about the nature of rate regulation imposed on Manitoba
Hydro’s peers in order to assess their appropriateness as financial comparators. These
comparators are presented by Manitoba Hydro as resulting from the ongoing work of Atrium
Economics regarding financial metrics and targets, but are relied upon by the utility to support its
proposed rate increases.

Section 2.4 of Manitoba Hydro’s Application is devoted to these comparisons, which Manitoba
Hydro asserts are appropriate on the basis of the peers being publicly-owned electric utilities.
However, Manitoba Hydro does not clarify whether these comparators are subject to the same
form of rate regulation which will have a direct bearing on their financial performance.

Accordingly, the Coalition’s request for Manitoba Hydro to “describe the regulatory framework
under which these utilities are regulated” and to “indicate which of the Canadian peer utilities are
regulated under a rate base/rate of return ... methodology” is necessary to assess the credibility
of claims of poor financial performance relative to peers.

Manitoba Hydro declined to answer because it “does not consider the GRA to be the venue to
continue/re-start the engagement process...with respect to financial and operational
benchmarking...” 2 However, Manitoba Hydro expressly presents this information as “key
takeaways [that are] important to consider when assessing Manitoba Hydro’s financial health and
rate increase requests in this GRA...”?

The Coalition requested this information not in an effort to “continue/re-start the engagement
process [on financial targets]...” but for the express purpose of supporting the Board in assessing

LPUB Orders 5/12 at 27;98/14 at 28, 37.
2PUB/MH I-15 a).
® Manitoba Hydro 2026-2028 GRA, Tab 2, p 19 of 40.
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the reasonable revenue needs of Manitoba Hydro in the context of its overall financial health,
including testing its assertions and comparisons to peers.

The information requested is comparable to the contents of Manitoba Hydro’s responses to
PUB/MH I-5 (b) and PUB/MH I-37 and should similarly be considered in-scope.

The Coalition asks that Manitoba Hydro be directed to answer the question as posed.
COALITION/MH 1-16 (b), (c)

The Coalition requested a re-statement of Manitoba Hydro’s Capital Coverage Ratio, with
supporting information on cash flow from operations, presented in the manner used by the utility
prior to 2022 accounting policy changes.*

This information is important because while the policy changes were made for reasons unrelated
to rate setting, they skew reliance on the Capital Coverage Ratio for rate setting purposes. These
effects take on an outsized importance in the present Application due to Manitoba Hydro’s reliance
on the Capital Coverage Ratio to justify its rate request.

In 2022, Manitoba Hydro reclassified cash flows related to regulatory deferral balances from
investing activities to operating activities.> While Manitoba Hydro claims the impacts are minimal,
its own responses to information requests in the 2023/24 & 2024/25 General Rate Application make
clear that the 2022 accounting changes serve to directly reduce cash flow from operations and the
Capital Coverage Ratio.®

Manitoba Hydro’s proposed rate increases are predicated on the utility’s “objective [...] to fund
BOC with cash from operations.”” Manitoba Hydro “uses the capital coverage ratio to measure its
ability to fund BOC using cash from operations.”® As a result, the 2022 accounting changes and the
resulting reduction in Capital Coverage Ratio degrade Manitoba Hydro’s financial performance for
reasons unrelated to its actual circumstances.

The 2022 change in presentation of cash flows was made for accounting purposes® and does not
change the nature of these funds. For rate setting purposes, it remains important that regulatory
deferral balances are associated with assets and investments from which value is derived over long
periods of time. For rate setting purposes, as opposed to accounting purposes, cash flows

*MFR 31 from the 2023/24 and 2024/25 GRA explains that a reclassification of cash flows related to regulatory
deferral balances due to changes in accounting policy

52023/24 & 2024/25 General Rate Application, Tab 10, MFR 31, p 5 of 6.

¢ See the response to COALITION/MH 1-35 (d) from the 2023/24 & 2024/25 General Rate Application.

"Tab 2, p 31 of 40.

8Tab 2, p 12 of 40.

® See, for example, Notes to Manitoba Hydro’s Consolidated Financial Statements for the year ended March 31, 2022
at Note 3, online: https://www.hydro.mb.ca/docs/corporate/annual report 2021 22.pdf.

AN INDEPENDENT OFFICE OF LEGAL AID MANITOBA o ) @
L’AIDE JURIDIQUE DU MANITOBA 100-287 Broadway, Winnipeg, Manitoba, R3C OR9

tel 204.985.8540 fax 204.985.8544 x 1
Supported By The Manitoba Law Foundation And e-mail centre@pilc.mb.ca LA A

Members Of The Manitoba Bar Association


https://www.hydro.mb.ca/docs/corporate/annual_report_2021_22.pdf

associated with regulatory deferral balances were more appropriately classified as investment
activities, notwithstanding changes to accounting policy.

Manitoba Hydro declines to provide the requested information, taking the position that it is not
relevant and offers limited value to the PUB’s process.

However, in an Application where Manitoba Hydro relies so heavily on cash flows from operations
to justify its proposed rate increases, the Capital Coverage Ratio by the pre-2022 presentation is
highly relevant to establishing just and reasonable rates. It is particularly relevant to the issue of
the reasonable revenue needs of Manitoba Hydro in the context of its overall general health.

The Coalition asks that Manitoba Hydro be directed to answer the question as posed.

COALITION/MH 1-27

As in past hearings, the Coalition requested a selection of financial forecast and rate increase
“scenarios” toillustrate the impact on rates of various changes in Manitoba Hydro’s operating costs
and other financial metrics.

Manitoba Hydro declined to provide this information primarily on the basis of its position that the
proposed growth in operating costs underlying certain proposed scenarios was “unrealistic.”

The Coalition maintains that the contents of this request are relevant and of value to the regulatory
process. The prudence and reasonableness of Manitoba Hydro’s forecast operating costs will be
thoroughly tested through other aspects of its Application and the GRA process. The purpose of
these particular requests was not to test the reasonableness of Manitoba Hydro’s forecast
increases in operating expenses, but to illustrate impacts on rates of cost controls and other
assumptions different from those presented by Manitoba Hydro. This information request will
assist the PUB in assessing the variety of regulatory tools at its disposal and illustrate the financial
impacts of various rate change options. A similar information requests was asked by the Coalition
and answered in full by Manitoba Hydro in the most recent GRA process.*®

Manitoba Hydro also declines to respond on the basis of its disagreement with the requested
presentation of cash flow from operations, which is addressed above in the Coalition’s comments
regarding COALITION/MH I-16.

The Coalition asks that Manitoba Hydro be directed to answer the question as posed.

COALITION/MH 1-29 (c), (d), (e)

10 See Manitoba Hydro 2023/24 & 2024/25 General Rate Application, COALITION/MH 1-43 a-h and COALITION/MH I1-24
a-c.
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The Coalition requested various sensitivity analyses to test potential impacts of changes in
multiple key variables that affect Manitoba Hydro’s finances and customers’ rates.

Manitoba Hydro declines to provide Operating and Administrative expense sensitivities for the
same reasons cited in its response to COALITION/MH I-27. These are addressed immediately above
and will not be repeated here.

Manitoba Hydro also declines to provide load growth sensitivities on the basis of its position that
this information is better suited to a review of its forthcoming integrated resource plan (IRP).

These questions are not designed to pre-emptively assess the forthcoming IRP, but directly
address the relationship between anticipated resource needs, proposed capital investment (for
example, the proxy dispatchable capacity resource placeholder), and the proposed rate increases.
These questions ask for information that is directly relevant the Board’s task of ensuring that
forecasts are reasonably reliable and the setting of just and reasonable rates.

These questions are properly in scope, recognizing that while Order 69/25 excludes the IRP from
this hearing, it contemplates the inclusion of load forecasting to the extent that it underpins the
rate application.™

The Coalition asks that Manitoba Hydro be directed to answer the question as posed.

COALITION/MH 1-32 (b)

The Coalition requested a detailed variance analysis of the $57 million increase in the revised O&A
forecast for 2024/25, relative to the preliminary forecast provided in the 2023/24 & 2024/25 GRA.

Manitoba Hydro’s response refers the Coalition to PUB/MH I-58 (c), which provides only a partial
response.

Manitoba Hydro has not provided an explanation of the $20 million increase in external services
and materials between the two forecasts, which accounts for approximately 35% of the $57 million
increase.

This information is directly relevant to issues before the Board in this rate application, namely
ensuring that forecasts are reasonably reliable and ensuring that actual and projected costs
incurred are necessary and reasonable.

The Coalition asks that Manitoba Hydro be directed to provide a complete answer to this question
so that follow-up questions, if necessary, may be asked in Round 2.

COALITION/MH 1-66 (c)

1 PUB Order 69/25, section 4.1.
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The Coalition requested “all available asset class strategies and associated supporting
documentation justifying the selected strategies.”

The purpose of this request is to support the PUB’s continued assessment of the maturity of
Manitoba Hydro’s asset management decision-making, which relies directly on the quality of
Manitoba Hydro’s asset information and the prudence of its management strategies for each asset
class.

This information is needed to inform the PUB’s assessment of whether Manitoba Hydro’s actual
and projected costs are necessary and reasonable.

Manitoba Hydro declined to answer this request on the basis that the information sought “is the
intellectual property of Manitoba Hydro and [is] proprietary and confidential.” Manitoba Hydro did
not, however, comply with the requirements of rule 35(1) in declining to provide a response.

PUB Rule 35(1) dictates that if a person declines to respond to an information request due to the
confidential nature of the information sought, they must (i) provide an explanation of why the
information is confidential, (ii) explain the harm that could result if the information is publicly
disclosed, and (iii) file a confidential response that meets the requirements of Division 5 of the
rules, including a written request for confidential treatment and a proposed redacted version of
the response.

The PUB has a clear process for confidential treatment of information of this nature, and for
granting access to third parties under terms and conditions that would protect Manitoba Hydro’s
interests.

The Coalition asks that Manitoba Hydro be directed to answer the question in a manner compliant
with PUB Rule 35(1) and Division 5 of the Rules, so that the Coalition can submit a request for
access under Rule 43.

COALITION/MH 1-128

The Coalition requested data and analysis to explain the 10-year advancement of Manitoba
Hydro’s projected resource need date since 2017. This was sought through sub-questions a)
through l) in the form of various tables (a-g, |, j, k), a graph (h), and a narrative explanation (l).

Manitoba Hydro’s response refers the Coalition to its response to COALITION/MH 1-42.

While COALITION/MH 1-42 does provide past forecasts applicable to sub-questions a) through h),
it does not include the requested variance calculations intended to facilitate comparison as
forecasts changed over time.

COALITION/MH 1-42 does not address sub-questions COALITION/MH 1-128 i) through |) which
remain unanswered.
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Manitoba Hydro has provided no reason for the gaps in this response and no justification
supporting a refusal to respond.

The requested material is relevant to the relationship between capital investment, resource need
dates and the proposed rate increases. As such, the information requested is directly relevant to
the issues of ensuring that forecasts are reasonably reliable and the setting of just and reasonable
rates and should be before the Board.

The Coalition asks that Manitoba Hydro be directed to provide a complete answer to this question.
Conclusion

The Coalition seeks the relief described here to ensure the development of a comprehensive
evidentiary record. In all six Information Requests described above, the material sought is relevant
to the issues before the Board and necessary for its decision on Manitoba Hydro’s application.

The Consumers Coalition thanks the PUB for its consideration of this motion.
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Katrine Dilay Chris Klassen*
Attorney Attorney
Public Interest Law Centre Public Interest Law Centre

*Chris is an independent lawyer retained by the Public
Interest Law Centre in this matter.

cc: Manitoba Hydro
PUB Legal Counsel and Advisors

Interveners
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