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Executive Summary  1 

Manitoba Hydro has requested a series of three rate increases of 3.5% per year, and has indicated that it believes 2 

rate increases of that magnitude will be warranted for more than a decade to come, based on its current capital plans 3 

and expected load growth, interest rates and export prices. This would represent a sustained increase above 4 

expected inflation, and a burden on all ratepayers, and should only be approved if there are compelling reasons to do 5 

so. 6 

Rates charged to customers in any given year are based on the approved revenue requirement for the utility, which 7 

in turn is based on many known facts about utility costs (such as labour costs based on current staff complement and 8 

union wage agreements, for example), and many estimates for things that simply cannot be known in advance (such 9 

as the amount of hydroelectric generation that will be possible based on the total rainfall in the year ahead, or the 10 

future day-to-day prices of electricity in export markets). A third category of inputs to the calculation of revenue 11 

requirement is the most challenging, and typically the most controversial, because it depends on choices that will be 12 

made by the utility, the regulator, or both in the face of partial information and uncertainty. This category includes 13 

things like detailed capital plans on how and when to satisfy electricity needs that everyone accepts will be required, 14 

strategies to make operations more efficient over time (but which may have many consequences other than 15 

efficiency), and judgements about how to manage financial risks.  16 

This last issue, relating to financial risks, has been much addressed in the last several GRA processes, and remains 17 

an open question. Manitoba Hydro maintains that debt-to-capitalization is the most important indicator of financial 18 

risk, and that rates must be raised over time to drive this metric down to a target level. Its argument is always set in 19 

the context of a 20-year financial projection, which includes many, many assumptions about the future, including 20 

untested and unapproved long-term capital plans. On this basis, even-annual rate increases are calculated not only 21 

for the current rate period, but for more than a decade into the future, which would allow the utility to converge on its 22 

target ratio, if the world unfolds according to its reference assumptions and plans. Many aspects of this theoretical 23 

construct are weak, including its sensitivity to changes in assumptions, the fact that rate increases have never been 24 

steady over time (and instead have moved in a range, usually above inflation), and that it leads to significant 25 

intergenerational unfairness in rates in the name of rate stability and predictability. 26 

Instead, this report argues that because Manitoba Hydro is a “power at cost” utility, with debt guaranteed by the 27 

provincial government, the more important financial metric to monitor is cash flow coverage of interest costs due to 28 

debt investors. If Manitoba Hydro were consistently failing to generate enough cash flow to cover its operating 29 

expenses, interest costs and depreciation over time, then it would not be operating as a true “power at cost” utility, 30 

and investors would begin to question whether the company is in fact a burden to the government, and raise lending 31 

rates accordingly. Fortunately, Manitoba Hydro’s scenario testing demonstrates that this outcome is extremely 32 

unlikely assuming 3.5% rate increases, and this is also likely to be true at lower rate increases, particularly if some of 33 

Manitoba Hydro’s assumptions about significant amounts of capital spending in the next ten years were scaled back. 34 

In the future, rate-setting could be focused more on the near- to medium-term, with greater attention paid to ensuring 35 

that rates are just high enough to manage cash flow risks. Assuming a starting point of equal contributions by 36 

ratepayers over time to financial risk management would improve fairness and transparency, while still taking into 37 

account the need for rate smoothing, and the management of the impact of large capital expenditures from time to 38 

time.  39 
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However, it must be noted that Manitoba Hydro’s recent financial performance, according to cash flow coverage of 1 

interest costs, was very poor in 2021/22, again poor in 2023/24, and was forecasted to be poor for the just completed 2 

2024/25. With Manitoba experiencing drought conditions in the current fiscal year, it may be that Manitoba Hydro 3 

faces the possibility of four bad years out of five. If this is the case, then it may warrant rate action by the PUB to 4 

increase rates by the maximum allowable 4% in the current year (the first scheduled rate increase on January 1, 5 

2026, will be three months before the end of the 2025/26 fiscal year), even if it concludes that the evidence only 6 

supports increases of less than 3.5% for fiscal 2027 and 2028. Ongoing drought conditions are the most important 7 

threat to the financial health of Manitoba Hydro, and if indeed there is evidence that these conditions are persisting 8 

into the current year, then strong action by both the PUB and Manitoba Hydro (to take steps internally, other than 9 

requesting higher rates) may be warranted.  10 
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Morrison Park Advisors  1 

MPA is an independent, partner-owned investment banking advisory firm.  We primarily assist clients pursuing 2 

transactions such as mergers and acquisitions, and equity and debt capital raises. In addition, we have an extensive 3 

practice in expert advisory services, such formal valuations, fairness opinions, advice to special committees of 4 

boards of directors, advice on initial credit ratings, expert testimony before courts and regulatory bodies, policy 5 

development, and market analysis. Our ability to deliver top tier financial advisory services is based on decades of 6 

combined experience and expertise developed at some of Canada’s leading investment banks, while serving many of 7 

Canada’s largest and most sophisticated corporate clients, as well as federal, provincial and municipal governments 8 

and quasi-government entities. In addition, MPA is proud to be a trusted advisor to a number of Canada’s First 9 

Nations with respect to their participation in economic reconciliation opportunities.  10 

Our areas of specialty include utilities, infrastructure and power; mining; energy; financial services; real estate; 11 

healthcare and industrials. In the electricity sector, MPA has direct and recent experience on a number of 12 

transactions and other advisory assignments involving electricity assets and has detailed knowledge and experience 13 

with this market, its participants and how they operate.  14 

Information on MPA, the team members contributing to this report, and the scope of our assignment is attached in 15 

Appendices C through F. 16 

For more information on MPA, please visit our website at www.morrisonpark.com.   17 

http://www.morrisonpark.com/
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1. Manitoba Hydro Requests 1 

Application of March 28, 2025 2 

By way of formal application for electricity rates, Manitoba Hydro requested that the Manitoba Public Utilities Board 3 

(“PUB”) approve: 4 

• A rate increase of 3.5% on January 1, 2026; 5 

• A rate increase of 3.5% on January 1, 2027;  6 

• A rate increase of 3.5% on January 1, 2028;  7 

• Approval for the rate increases to be applied equally to all rate classes save one (Area & Roadway 8 

Lighting); and 9 

• A number of additional approvals dealing with technical and administrative matters. 10 

The request was accompanied by a formal package of materials and information to support the case being made.  11 

Consistent with past applications, the package includes financial projections for 20 years into the future, covering the 12 

period from fiscal year 2024/25 (which at the time of application was not yet completed) to fiscal year 2044/45, 13 

inclusive. It is notable that for the purposes of the 20-year projection, annual rate increases of 3.5% were modelled 14 

for 16 consecutive years, followed by four years of 2.0% increases. These increases, if implemented, would mean 15 

that the increase in Manitoba Hydro rates would be significantly greater than expected inflation over the coming 16 

decades. 17 

 18 

Government Changes to Key Policies and Other Matters Reflected in the Application 19 

On March 20, 2025, the Government of Manitoba announced two changes in its 2025 Budget that are particularly 20 

relevant to Manitoba Hydro, namely: 21 

• Reduction of the Provincial Debt Guarantee Fee charged by the Province of Manitoba on outstanding debt 22 

owed by Manitoba Hydro to the Province from 50 basis points per annum to 40 basis points per annum as of 23 

April 1, 2025 (in addition, Manitoba Hydro was apparently informed that the Province intends to reduce the 24 

fee to 30 basis points as of April 1, 2026, and 15 basis points as of April 1, 2027)1; and 25 

• Elimination of the Crown Corporations Capital Tax as of April 1, 2025 (which in fiscal year 2024/25 was 26 

expected to cost Manitoba Hydro approximately $126 million). 27 

In addition to these recent fiscal changes, the application reflects several other developments: 28 

• The implementation of several parts of the province’s Affordable Energy Plan, announced in September, 29 

2024, including the planned development of 600 MW of wind power capacity, and a number of changes to 30 

programs, codes and standards that will affect future electricity load in Manitoba;  31 

• As part of The Budget Implementation and Tax Statutes Amendment Act, 2024, the repeal of legislated 32 

targets for Manitoba Hydro’s debt-to-capitalization ratio, and the reduction of maximum annual general rate 33 

increases from 5% to 4%; and 34 

 
1 Please see Tab 9 of the Application, page 302, Manitoba Hydro response to PUB MFR 55, note 2 to Figure 1. 
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• The ongoing work of Manitoba Hydro to produce a 2025 Integrated Resource Plan for review and approval 1 

by the government (however, as of the date of this Report, there has been no publication of such a Plan). 2 

These many and various changes have resulted in a policy landscape for Manitoba Hydro that is quite different from 3 

what obtained at the time of the PUB’s consideration of the 2023/24 & 2024/25 General Rate Application in the spring 4 

of 2023. At that time, the PUB was facing an impending reduction in its scope of authority over rates that was 5 

expected to be implemented on April 1, 2025, and Manitoba Hydro was legislatively directed to achieve specific debt-6 

to-capitalization targets within a specified timeframe, bounded only by the restriction of maximum annual rate 7 

increases. An important and legitimate issue for the PUB’s consideration was the appropriate basis upon which to 8 

consider Manitoba Hydro’s rate application: traditional regulatory principles and practices, or the impending 9 

imposition of legislated financial targets superseding any outcomes based on regulatory principles. Today, this 10 

confusion has been eliminated, and legislated requirements are less of an issue (but still important in some key 11 

respects). 12 

On the other hand, substantial uncertainty prevails today with respect to Manitoba Hydro’s capital plans and 13 

intentions, similarly to the circumstances in the spring of 2023 (when the process for the 2023 Integrated Resource 14 

Plan was underway but not completed). The 2025 Integrated Resource Plan process is, according to publicly 15 

available materials as of the writing of this Report, still in the “modelling, analysis and evaluations” stage, and the 16 

outcome of that planning process will not be known for some time.2 As a result, all 20-year financial projections 17 

included in the rate application are perforce tentative and subject to substantial revision, potentially within the year.  18 

 19 

Drought Conditions 20 

As a utility that relies very heavily on hydroelectric energy, Manitoba Hydro is particularly affected by the incidence or 21 

absence of rainfall and streamflow in its river systems. In fiscal year 2021/22, drought conditions in the province 22 

prompted Manitoba Hydro to apply to the PUB for an emergency rate increase, whereas almost record-level water 23 

flows in the following year completely reversed the utility’s financial results.  24 

The province of Manitoba faced serious drought conditions in fiscal year 2023/24, and while the 2024/25 year just 25 

past saw an improvement, the availability of hydroelectric potential was still forecasted to be significantly below the 26 

historical average (note that in July Manitoba Hydro provided updates to the PUB on the actual final results for 27 

2024/25, but as of the date of this Report, these results have not been made public).3 Publicly available information 28 

for the current year so far suggests that 2025/26 will also be below average, and potentially far below average unless 29 

inflows improve dramatically in the late stages of the fiscal year.4  30 

 
2 Please see Integrated Resource Plan (https://www.hydro.mb.ca/corporate/planning/) for up to date information on 

the IRP process. 
3 PUB/MH I-51 was redacted for public disclosure.  
4 For historical system inflow information, see for example Figure 4.20 in the Manitoba Hydro rate application, and 

for information on precipitation please see Figure 4.16, plus updated versions of these figures provided in response 

to PUB/MH I-51. Information on recent drought conditions in Manitoba is available at Environment and Climate 

Change | Province of Manitoba (https://www.gov.mb.ca/sd/water/drought_condition/index.html). 

https://www.hydro.mb.ca/corporate/planning/
https://www.gov.mb.ca/sd/water/drought_condition/index.html
https://www.gov.mb.ca/sd/water/drought_condition/index.html
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While utility rate applications are typically based on an expectation of “normal” conditions in the future, for Manitoba 1 

Hydro it is critical to take into account both recent climate conditions, however abnormal, and scenario planning for 2 

the volatility that has historically defined hydrological conditions.  3 

 4 

Reasons For the Requested Rate Increases 5 

Manitoba Hydro’s arguments in favour of the requested rate increases can be summarized as follows: 6 

i. Operating expenditures are increasing due to inflationary pressures and the need to manage increasingly 7 

aging assets, so rates should be increased accordingly.5  8 

ii. Recent drought conditions have resulted in lower revenues and net income than anticipated in the most 9 

recent GRA, so rate increases are necessary to compensate for those unexpectedly negative results.6 10 

iii. Substantial capital expenditures are required in the future both for replacement of aging assets, and to serve 11 

expected load growth. Rate increases should begin immediately in the anticipation of greater future 12 

requirements.7 13 

iv. Rate increases are necessary to maintain and improve over time Manitoba Hydro’s “financial health”, as 14 

evidenced by the company’s debt-to-capitalization ratio, its ability to fund its “Business Operations Capital” 15 

requirements without resort to debt financing, and other related metrics.8    16 

 
5 Manitoba Hydro Application, Tab 2, page 4, lines 16 to 20. 
6 Ibid., lines 3 to 4. 
7 Ibid., lines 5 to 15. 
8 Ibid., lines 21 to 31, and page 5, lines 5 to 7. 
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2. Issues Addressed in this Report 1 

This report will attempt to shed light on a number of topics arising from Manitoba’s Hydro’s rate application, and in 2 

particular: 3 

• The conceptual framework through which to understand the four arguments made by Manitoba Hydro in 4 

support of the proposed rate increase, and the validity of the same; 5 

• The merits of the four main arguments proposed by Manitoba Hydro; and 6 

• Alternative concepts which the PUB may wish to consider in its determination of the rate increases to be 7 

approved, now or in the future. 8 

Section 3 will briefly address the conceptual framework underpinning Manitoba Hydro’s arguments. This is very well-9 

trod ground before the PUB, as it was discussed extensively in the 2017/18 & 2018/19 GRA, and again in the 10 

2023/24 & 2024/25 GRA. To this end, and at the request of the PUB, the Reports and Presentations submitted by 11 

Morrison Park Advisors in past GRAs have been re-filed in the present proceeding as exhibits separate from this 12 

report.  13 

Section 4 will specifically address the four arguments made by Manitoba Hydro in support of its request for rate 14 

increases. Regardless of the validity of the conceptual framework upon which Manitoba Hydro rests its arguments, 15 

the arguments themselves deserve specific consideration (an assertion may be true independent of its purported 16 

theoretical foundations!). 17 

Section 5 will offer some alternative suggestions to assist in rate-setting, in the event that the PUB agrees that the 18 

arguments offered by Manitoba Hydro in its application are not a compelling basis for doing so.  19 

Section 6 summarizes the key observations in this Report.    20 
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3. Conceptual Framework for Manitoba Hydro Rates 1 

Legislative Backdrop 2 

Manitoba Hydro is a non-share capital corporation created by a Manitoba statute, The Manitoba Hydro Act. The 3 

company has no shareholders and pays no dividends. The principal objects and purposes of the corporation are to: 4 

• “provide for the continuance of a supply of power adequate for the needs of the province”, and 5 

• “market and supply power to persons outside the province on terms and conditions acceptable to the 6 

board.”9 7 

In electricity industry parlance, Manitoba Hydro has the characteristic of a classic “power at cost” utility for the 8 

purposes of its domestic customers. However, with respect to extra-provincial customers, the corporation is 9 

apparently intended to be entrepreneurial, and to pursue extra-provincial sale of power where the Board of the 10 

corporation (with the approval of the government of the day) deems it advantageous to do so. 11 

Unlike, for example, the Tennessee Valley Authority in the United States, which is a self-governing “power at cost” 12 

utility, Manitoba Hydro does not set its own rates for domestic customers. Instead, the corporation must apply to the 13 

Manitoba Public Utilities Board for rate approval from time to time, according to the legislation. In addition, the capital 14 

spending plans of the corporation must be approved by the government. Moreover, where capital spending plans 15 

involve a “major new facility” or a “major power purchase or export contract”, the proposed plan must be referred to 16 

the PUB for public review and recommendation prior to the government rendering a decision.10 17 

As an economic regulator of Manitoba Hydro, the PUB is curiously circumscribed in its authority over rates. While it 18 

has the power to reject and/or vary rates proposed by Manitoba Hydro to ensure they are “just and reasonable”, its 19 

determination of rates must reflect: “the reasonable costs forecast by the corporation for that fiscal year, including 20 

a) the corporation's operating, maintenance and administrative expenses; 21 

b) amounts in respect of capital expenditures; 22 

c) debt service costs; and 23 

d) power purchases, taxes, fees and other amounts required to be paid out of the corporation's revenue.”11 24 

Moreover, the regulator: 25 

• “May not reduce for rate-setting purposes the amount required to support the capital expenditure program 26 

approved by Treasury Board for the rate period”,12  27 

• Must not set rates such that the annual increase in general rates exceeds the amount prescribed in 28 

legislation (currently 4%),13 and 29 

• May not “issue an order or directive governing the corporation's operations or its capital management, 30 

investments or expenditures. However, at the regulator's request, the minister responsible for The Public 31 

 
9 The Manitoba Hydro Act, s. 2(1). 
10 Ibid., s. 16. 
11 Ibid., s. 39(1). 
12 Ibid., s. 39(5) 3. 
13 Ibid., s. 39(5) 2.(d). 



Manitoba Hydro 2026 to 2028 GRA  Page 11 of 47 

MPA Morrison Park Advisors Inc. September 2025  

Utilities Board Act may authorize the regulator to review and make recommendations about any of those 1 

matters.”14 2 

As has been discussed in past General Rate Applications, this legislative framework renders Manitoba Hydro unique 3 

in Canada. Arguably, it is unique in the world. No other utility combines “power at cost” domestic services with an 4 

entrepreneurial export objective, direct spending control by government, severe limitation on the regulator’s authority, 5 

and yet full and detailed public review of rates by an economic regulator every few years. While there are utilities – in 6 

both Canada and the United States – that share some of Manitoba Hydro’s characteristics, none exhibit this peculiar 7 

combination.15  8 

It is important to dwell for a moment on the utility’s objective to export power entrepreneurially to the benefit of 9 

Manitobans, while at the same time not having any shareholders who are responsible for financing such endeavours 10 

and consequently accepting the associated risks. Building power stations for the purpose of exporting electricity is 11 

inherently risky: all construction projects are subject to the dangers of delays and cost overruns that can permanently 12 

damage profitability. When this is coupled with the natural variability of output associated with hydroelectric facilities, 13 

which is the focus of attention for Manitoba Hydro, risk is accentuated. And yet if things go wrong, the stakeholders 14 

who will be immediately and automatically affected – through upward pressure on rates – will be domestic 15 

ratepayers. Manitoba Hydro is a “price-taker” in export markets, having effectively no ability to influence electricity 16 

market prices. The only parties over which Manitoba Hydro has influence are domestic ratepayers, who are obligated 17 

to cover the cost of Manitoba Hydro’s power, regardless of the source of those costs.  18 

The Keeyask Generating Station is a case in point: the facility was constructed not because it was immediately 19 

necessary to serve domestic load (it was forecast to be eventually necessary to serve domestic load, but not for the 20 

first number of years after its planned in-service), but because it was believed that the energy produced could be sold 21 

at a profit in export markets, therefore delivering benefits to Manitobans. Instead, the project was late, over-budget, 22 

and has not been profitable. The result was significant upward pressure on domestic rates, as compared to what 23 

would have been the case had the project not been undertaken. This episode also served to highlight that the 24 

Government of Manitoba, which approved the project, stood to benefit from it regardless of the rate consequences for 25 

domestic ratepayers, because of the increased revenues the government would receive from incremental water 26 

rental fees, capital taxes and debt guarantee fees. A saving grace for domestic ratepayers has been that the 27 

Province, over the past three years, has chosen to reduce these taxes and fees, and has therefore shifted some of 28 

the burden of the project away from domestic ratepayers and onto taxpayers.  29 

 30 

 
14 Ibid., s. 39(7).  
15 MPA provided an overview of a selected peer group drawn from both Canada and the United States in its 

evidence for the 2017/18 & 2018/19 GRA. Please see in particular pages 22 to 27, and Appendix D. Available on 

the PUB website at: MPA Evidence 2017-18 and 2018-19 GRA and filed as a separate exhibit in the present 

proceeding. In addition, it should be noted that Manitoba Hydro commissioned the consulting firm Atrium 

Economics to undertake a review of financial targets in use by a peer group of other utilities, which as a matter of 

course includes the definition and selection of such a peer group. Unfortunately, this work is apparently not 

complete, and Manitoba Hydro refused to put information and interim reports associated with this review on the 

record of the GRA, Please see PUB/MH I-15. 

https://www.pubmanitoba.ca/v1/proceedings-decisions/appl-current/pubs/2017%20mh%20gra/intervener%20evidence/mpa%20report%20on%20manitoba%20hydro%202017-18%20and%202018-19%20gra_to%20file.pdf
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Additional Critical Features 1 

Two non-legislative features which must be included in the backdrop for rate-setting are: 2 

• The reliance of the utility on hydroelectricity, with the significant natural variation in annual energy output 3 

that entails, and 4 

• The fact that all of the utility’s long-term debt is borrowed from the government of the province, which in turn 5 

raises the funds in the capital markets for on-lending to Manitoba Hydro (with the additional cost of the debt 6 

guarantee fee).  7 

The practical importance of hydroelectric volatility over time, and Manitoba Hydro’s financial and operational 8 

exposure to it, cannot be stressed enough. Manitoba’s electricity system must be designed such that even in the 9 

driest conditions enough energy can be produced to satisfy all load obligations, while in the wettest conditions excess 10 

energy must either be sold to export markets opportunistically, or if possible stored for future use (or, regrettably, 11 

spilled for no value if there is no other choice). Swings in operating income across these opposite scenarios can be – 12 

and for Manitoba Hydro are – very severe. Rate-setting must take this into account.  13 

Accessing the debt markets through a provincial government is a significant advantage, and means that Manitoba 14 

Hydro can benefit from lower debt costs (and easier terms and conditions) than would otherwise be possible if it were 15 

a standalone utility directly accessing the capital markets. However, a cost of this arrangement is that Manitoba 16 

Hydro is effectively a contingent liability for the provincial government, and may impinge in some way on the 17 

province’s debt capacity and cost of debt. The degree to which Manitoba Hydro is an actual burden to the provincial 18 

fiscus is debatable (and will be addressed below), however, managing this exposure must be a priority in rate-setting.  19 

 20 

Overall Rate-setting Approach 21 

Rates are set prospectively for a relatively brief period. Current legislation requires that they not exceed three-year 22 

intervals, and so Manitoba Hydro has dutifully requested three years of specific rate increases. In the past, in some 23 

cases the period was two years.  24 

If it were possible to know exactly what the utility’s costs would be, then rate-setting could be completely mechanistic, 25 

without controversy. However, the utility’s cost drivers instead fall into three main categories. First, over such a short 26 

span of time as three years, many elements of Manitoba Hydro’s revenue requirement will be known with a relatively 27 

high degree of certainty, and these will form the base layer of the rate-setting argument. 28 

1) For example, customer load is relatively well-known for the immediate future (within a range of seasonal 29 

uncertainty driven by historical weather patterns), since population and built infrastructure does not change 30 

very quickly. Employees serve the corporation under collective agreements or other contracts, and those 31 

costs are known. Capital spending plans for the immediate period are largely in place, contracts with 32 

suppliers will be inked in many cases (or construction projects already underway), and slightly more distant 33 

capital projects budgeted for approval by the Minister. Since the regulator has no authority to reject any of 34 

these firmly understood and approved capital costs, a significant portion of the revenue requirement can 35 

simply be taken as a given. At best, if the regulator takes the view that some of these plans or arrangements 36 

are unreasonable or inappropriate, they may and should be brought to the attention of the Minister, as 37 

oversite is a valuable public service! 38 
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The next group of elements are those over which Manitoba Hydro has no control, and which can nevertheless have 1 

significant impacts on the net costs of operating the utility over the course of a rate period and into the future.  2 

2) These items include estimates of future water flows and hence energy production from hydroelectric plants, 3 

interest rates, export and import prices for power, fuel prices, etc. Noone can predict the course of these 4 

variables with certainty, and yet they can have enormous impacts on the annual results of Manitoba Hydro. 5 

Given their importance, the regulator must be assured that they are estimated “reasonably”, for the 6 

purposes of rate-setting. Consensus estimates and a high/low range over a three-year period are typically 7 

available for most of these variables, and can be factored into the expected revenue requirement.  8 

The final group of items are those which are less certain than the first group, but over which Manitoba Hydro and the 9 

regulator have at least some control.  10 

3) This includes longer-term load growth expectations, which can be affected by energy efficiency programs, 11 

by Manitoba Hydro seeking or not seeking to attract new large power customers like data centres, by 12 

changes to electricity rates themselves, etc., but at the same time which respond to unpredictable external 13 

variables like technology change and population growth which Manitoba Hydro does not control. Broader or 14 

longer-term operating plans, which involve increasing or reducing the labour force, or changing maintenance 15 

practices, have a significant degree of optionality, but in some cases must respond to outside forces such as 16 

labour availability and technological changes. Longer-term capital plans are also within the control of the 17 

utility to some extent: if domestic load is growing it must be served, but how it is served is a strategic and 18 

important choice, as are plans to replace aging assets (timing of replacement is a critical component of 19 

capital plans, and timing is often flexible). Plans to develop generation and transmission assets for the 20 

purposes of exporting power are always a choice, and because of the risks imposed on ratepayers, must 21 

always be considered in the context of potential domestic rate impacts. Also included in this category are 22 

questions of financial risk management: the utility and regulator must determine how much liquidity the utility 23 

should maintain and what its financial resources should be in the event of negative outcomes from some of 24 

the variables described in group 2, and set rates accordingly. Finally, choices must be made about the rates 25 

themselves, and in particular whether they should be set mechanistically, or deliberately managed to 26 

achieve some end, such as smoothing fluctuations (noting that the upper bound to rate increases is set by 27 

legislation).  28 

Unsurprisingly, the greatest controversy normally centres on issues in the third group.  29 

Issues related to longer-term “demand side management” and capital expenditures are often the subject of long-term 30 

planning processes outside of rate hearings (such as the Integrated Resource Plan exercise currently underway). In 31 

addition, long-term capital plans of any kind are not valid, in the case of Manitoba Hydro, unless they are explicitly 32 

approved by the government, and hence assumptions about future capital spending are merely placeholders for 33 

future decision processes. As a result, to the extent that these longer-term load expectations and capital plans are 34 

addressed as part of short-term rate-setting, the linkage appears to be through their potential impact on financial risk 35 

management needs and presumed rate stability impacts.  36 

As has been discussed extensively in past GRA proceedings before the PUB, Manitoba Hydro’s practice is to place 37 

all of these issues into the context of a 20-year forecast, based on “reference” assumptions for every relevant 38 

variable, and placeholder “plans” for operations and capital expenditures.  39 
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The utility and efficiency of developing a full range of 20-year forecasts only to calculate rates for three years is 1 

questionable at best. The purpose of doing so can be charitably inferred to be: 2 

• To publicize a range of information which will affect rates in the future, such as load growth, options for 3 

capital investments, and the aging of existing assets and their need for replacement, such that the regulator 4 

and ratepayers are periodically reminded of these issues, and will be better able to address them as they 5 

come closer over time;  6 

• To provide the context and argument for the deliberate manipulation of rates so that they are more likely to 7 

be smooth over time; and  8 

• To support arguments in favour of particular levels of financial risk management, based on the longer-term 9 

variability of the external variables identified in group 2, above, and resulting from future load growth and 10 

capital spending requirements.  11 

Clearly, the public discussion of issues that will affect utility rates over time is a worthy goal. Preparing the ground, so 12 

to speak, for hard decisions in the future about the need to replace, upgrade or expand assets is arguably very 13 

valuable. However, there are other processes and forums in which to undertake this work (such as the Integrated 14 

Resource Plan exercise, which is mandated by legislation, and is underway at Manitoba Hydro). Moreover, the depth 15 

and extent of 20-year analysis undertaken by Manitoba Hydro would be out of all proportion to this objective, if there 16 

were no other reasons supporting the endeavour. 17 

Rate smoothing is, in itself, a worthy goal. In fact, Manitoba legislation requires that “rates or changes in rates should 18 

be stable and predictable from year to year.”16 One of the elements of the Bonbright Criteria, an industry touchstone 19 

for rate design, has a similar thrust: 20 

Stability and predictability of the rates themselves, with a minimum of unexpected changes that are 21 

seriously adverse to utility customers and that are intended to provide historical continuity 17 22 

However, “stability and predictability” of rates can have a range of meanings. Moreover, this principle is only one of 23 

several that are applicable to the setting of rates. 24 

It is also instructive to consider the actual history of Manitoba rates for the past 25 years, and what that record has to 25 

say about the actual effectiveness of the pursuit of rate stability.  26 

 
16 Manitoba Hydro Act, s. 39.1(1)(d). 
17 Please see Appendix B 
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Figure 1 1 

 2 

Figure 2 3 

 4 

The record, as described in Figure 1 and 2 (rate increases requested by Manitoba Hydro in different years, and rate 5 

increases approved by the PUB, respectively) shows that when Manitoba Hydro has filed applications for rates, 6 

proposed increases have ranged between 2% and 7.9%. Alternatively, the PUB’s approved rate changes have 7 

ranged between -1.9% and +5%. These are not in and of themselves large ranges for rates of change, but they 8 

should be understood in the context of consumer price inflation that has ranged between 0.5% and 3.5% over most 9 

of the period (with the notable exception of the two years between mid-2021 and mid-2023, when post-COVID 10 

inflation soared up to and then back down from 8%).18 Compared to inflation, as measured by the Consumer Price 11 

Index, from the period January 2000 to March 2025, total inflation was 63.5%, while approved Manitoba Hydro rates 12 

rose by 71.7%.19 Needless to say, while rate increases have remained within a reasonable range (and are now 13 

 
18 Please see the Bank of Canada website for national Consumer Price Index information, at Consumer price index - 

Bank of Canada (https://www.bankofcanada.ca/rates/price-indexes/cpi/). 
19 Please see the Bank of Canada for complete data on the Consumer Price Index. Consumer price index - Bank of 

Canada (https://www.bankofcanada.ca/rates/price-indexes/cpi/). Interestingly, until the onset of COVID, Manitoba 

Hydro rates had increased much more quickly than inflation. Between January 2000 and March 2020, inflation rose 

36.3%, while Manitoba Hydro rates rose by 57.9%. It was only the significant inflation that occurred after COVID, 

https://www.bankofcanada.ca/rates/price-indexes/cpi/
https://www.bankofcanada.ca/rates/price-indexes/cpi/
https://www.bankofcanada.ca/rates/price-indexes/cpi/
https://www.bankofcanada.ca/rates/price-indexes/cpi/
https://www.bankofcanada.ca/rates/price-indexes/cpi/


Manitoba Hydro 2026 to 2028 GRA  Page 16 of 47 

MPA Morrison Park Advisors Inc. September 2025  

capped by legislation at 4%), they do not exhibit any clear pattern over time. Approved rate increases have not 1 

gyrated wildly, but they have not been flat. 2 

While Manitoba Hydro relies on 20-year forecasts of, typically, even-annual “rate paths” in its rate applications, the 3 

proposed paths are different in every application. This is of course absolutely logical, since conditions are different at 4 

the time of every application, and largely unpredictable cost drivers really do matter. The PUB, in its decisions on 5 

rates, also reflects all of the best data available at the time of each application, and determines rate increases 6 

accordingly. This has resulted, and no doubt will continue to result in rate increases that are within a reasonable 7 

range, but always different. Rate smoothing, or stability and predictability of rates, is something which has been 8 

practically and pragmatically achieved, within reason, without resorting to the fiction of even-annual rate increases for 9 

a decade or more. 10 

 11 

Manitoba Hydro and Financial Risk Management 12 

For a “power at cost”, non-share capital utility like Manitoba Hydro, financial risk management is principally related to 13 

maintaining short-term liquidity resources, and maintaining unfettered access to low-cost debt. 14 

In order to ensure liquidity in the face of uncertain cashflows during any 12-month period, the corporation maintains 15 

cash or cash equivalents equal to six months of expected cash requirements.20 In addition, the corporation has 16 

authority to issue up to $500 million in short-term promissory notes in its own name, and has access to another $500 17 

million of short-term notes through the Province of Manitoba.21 Maintaining these liquidity resources is important, and 18 

it should be non-controversial that rate-setting should be supportive.  19 

As noted above, Manitoba Hydro borrows all of its long-term debt from the provincial government. The Government 20 

of Manitoba, in turn, borrows funds from the capital markets for its own purposes plus those of Manitoba Hydro. 21 

Manitoba Hydro pays to the province a debt guarantee fee in addition to the actual cost of the funds borrowed from 22 

the markets on its behalf.  23 

The effect of this arrangement is that the purchasers of Province of Manitoba bonds make no distinction between 24 

lending to the government for provincial purposes, and lending to the government for Manitoba Hydro purposes. The 25 

provincial government is ultimately responsible to pay interest and principal on the bonds, and the credit quality of the 26 

provincial government determines the cost of funds. Of course, bond buyers are sophisticated, and fully realize that a 27 

significant portion of the cash flows required to service the Manitoba debt portfolio will ultimately come from Manitoba 28 

Hydro. Therefore, the ability of Manitoba Hydro to make good on its debts matters to the credit quality of the Province 29 

of Manitoba, and indirectly on the cost of debt faced by Manitoba Hydro. 30 

What defines “the ability of Manitoba Hydro to make good on its debts”? Manitoba Hydro has argued, repeatedly over 31 

the years, that the key facts are certain indicators of “financial health”, including: 32 

• Debt-to-Capitalization ratio,  33 

• “Business Operations Capital” Sufficiency ratio, and  34 

 
coupled with the modest rate increases of the past few years, which led to a narrowing of the gap between the two 

calculations. 
20 Application s. 3.6, page 5. 
21 Ibid., page 12. 
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• Different measurements of cash flow to debt service costs, including EBIT:Interest and EBITDA:Interest.  1 

In both the 2017/18 & 2018/19 GRA, and the 2023/24 & 2024/25 GRA, MPA argued before the PUB that 2 

measurements of cash flow sufficiency are absolutely relevant to bond investors, but that debt-to-capitalization and 3 

Manitoba Hydro’s “capital sufficiency” definition are either of minor importance or irrelevant compared to expected 4 

cash flow. The full range of arguments made in the past will not be repeated here, as they are already on the record. 5 

The chart below depicts the spread in costs between Manitoba “long bonds” (i.e., the average of Manitoba 10-year 6 

and 30-year bond rates) and Canada long bonds, over the period March 1992 to March 2024.22 This difference is the 7 

premium that the Government of Manitoba pays for its debt raises as compared to the Government of Canada, and 8 

can be considered the distillation of the views of the capital markets on the incremental risk between these debt 9 

issuers.23 Also presented in the chart is the total debt of Manitoba Hydro at the end of each fiscal year during this 10 

period.  11 

Figure 3 12 

 13 

 
22 Note that the following series of charts depict the average monthly Manitoba Credit Spread for the month of 

March each year, along with the relevant alternative measurement.  
23 In other words, if the markets believed that lending to Manitoba was just as safe as lending to Canada, the 

difference between the debt rates would be minimal or nil. Instead, because Manitoba is perceived as riskier, 

Manitoba’s debt costs more. At any given time, all Manitoba information available to the market about risks (e.g., 

economic growth, labour unrest, government news of all kinds, business openings and closing, and of course news 

about Manitoba Hydro) will be distilled into a “market view”, which in turn is practically expressed in the form of 

higher interest rates on Manitoba bonds. 
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It is apparent from this chart that Manitoba’s credit spread increased significantly in the 2008 financial crisis, and has 1 

never fully recovered to its pre-crisis levels. However, it is also apparent that there is no obvious relationship between 2 

the credit spread and the significant increase in Manitoba Hydro debt. 3 

Figure 4 4 

 5 

 6 

The chart in Figure 4 depicts the Manitoba Credit Spread and the Manitoba Hydro Debt-to-Capitalization ratio. Again, 7 

it is apparent that there is no obvious relationship between their movements and directions at different times. Despite 8 

the significant increase in the ratio that coincided with the construction of the Keeyask hydroelectric generating 9 

station between 2015 and 2022, Manitoba credit spreads have been in the same range as the pre-construction years.  10 

Lest there be any concern that the choice to depict credit spreads based on only the month of March each year may 11 

somehow distort patterns that might otherwise be relevant to the argument, following is a chart depicting credit 12 

spreads with monthly granularity over the same period as the two charts above. While incorporating data from every 13 

month of the year roughens the shape of the curve, there is no alteration to the overall shape itself.  14 
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Figure 5 1 

 2 

 3 

The relevance of these charts and analysis is that there is no evidence that Manitoba Hydro’s debt-to-capitalization 4 

ratio affects either the availability or cost of Manitoba debt. Manitoba Hydro has never presented any such evidence, 5 

but has instead, in GRA after GRA, simply made the assertion. In response to Coalition/PUB I-118, where Manitoba 6 

Hydro was specifically invited to present any such available evidence, the response instead focused on reports from 7 

credit rating agencies, who are themselves not actors in the credit markets.  8 

Finally, since Manitoba Hydro has often directed the attention of the PUB to the reports of credit rating agencies in 9 

relation to market perception of Manitoba Hydro financial risk, it is perhaps useful to consider evidence of the 10 

relationship between credit ratings reports and the cost of Manitoba debt itself. The next figure graphically depicts the 11 

dates when different credit rating agencies changed their ratings of Province of Manitoba debt, while at the same 12 

time showing the Manitoba long bond credit spread, which as described above, denotes the market’s perception of 13 

Manitoba credit risk as compared to the Government of Canada (Government of Canada bond prices being the 14 

standard benchmark for the whole country). To ensure clarity, note that the credit ratings depicted are of the Province 15 

of Manitoba itself, and not Manitoba Hydro, and so should, in theory, have the most direct relationship to the 16 

Manitoba credit spread.  17 
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Figure 5 1 

 2 

It should be apparent that none of the three credit rating agencies have a pattern of ratings actions that appear to 3 

bear any relationship to the actual performance of Manitoba bonds. When two rating agencies raised their ratings of 4 

the Province of Manitoba in the late 1990s, spreads were actually increasing, not decreasing. When two rating 5 

agencies lowered their ratings in the 2015 to 2018 period, Manitoba spreads were actually on their way down, not up. 6 

Finally, it should be noted that the three different rating agencies clearly disagree amongst themselves. As MPA has 7 

argued in the past, rating agency reports have value and usefulness, but should not be accepted uncritically. 8 

Not to belabour the point, but if credit rating agency reports on the Province of Manitoba cannot be shown to be 9 

related to the cost of Manitoba credit, then why should reports on Manitoba Hydro be considered determinative? 10 

None of the foregoing comments are meant to suggest that the financial performance of Manitoba Hydro is 11 

unimportant to the credit-worthiness of the company itself, or perhaps more importantly, to the credit-worthiness of 12 

the Province of Manitoba. However, what should be called into question is the elaborate story that is told by Manitoba 13 

Hydro with respect to overall accumulated debt, debt-to-capitalization ratios, potential capital spending far into the 14 

future, the fabricated metric related to the sufficiency of “business operations capital”, and all in the context of 20-year 15 

forecasts constructed out of the assumption of even-annual rate increases for a decade or more, despite a three-year 16 

rate interval stipulated by legislation. MPA has made this point in previous GRA processes, but Manitoba Hydro 17 

remains fixated on what appears to be a weak line of argumentation. 18 

  19 
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4. Manitoba Hydro’s Reasons for Increasing Rates 1 

As discussed in the introduction, Manitoba Hydro has presented a number of reasons supporting the proposed rate 2 

increases, which can be summarized into four: 3 

i. Operating expenditures are increasing due to inflationary pressures and the need to manage increasingly 4 

aging assets, so rates should be increased accordingly. 5 

ii. Recent drought conditions have resulted in lower revenues and net income than anticipated in the most 6 

recent GRA, so rate increases are necessary to compensate for those unexpectedly negative results. 7 

iii. Substantial capital expenditures are required in the future both for the replacement of aging assets, and to 8 

serve expected load growth. Rate increases should begin immediately in the anticipation of greater future 9 

requirements. 10 

iv. Rate increases are necessary to maintain and improve over time Manitoba Hydro’s “financial health”, as 11 

evidenced by the company’s debt-to-capitalization ratio, its ability to fund its “Business Operations Capital” 12 

requirements without resort to debt financing, and other related metrics.  13 

Given Manitoba Hydro’s nature as a “power at cost” utility, and the legislative environment in which it operates, it is 14 

almost self-evident that the first reason presented is valid if it is demonstrated in evidence that it is true in fact. Rates 15 

should increase consistently with reasonably expected operating and administrative costs. Others are tasked with 16 

reviewing Manitoba Hydro’s record of managing operations and whether those are pursued with the required level of 17 

diligence and cost-consciousness. This subject is outside the scope of MPA’s expertise, so it will not be addressed 18 

here further.  19 

 20 

Drought Conditions and Past Financial Results 21 

Rate-setting is a prospective exercise, so the contention that past financial outcomes are relevant is immediately 22 

questionable.  23 

Drought conditions, however, are an extremely important and relevant consideration, as is the potential that Manitoba 24 

is already in the throws of a multi-year drought. Were this to be true, it would of course be an important consideration 25 

in setting rates. Manitoba Hydro has provided ample evidence that below-average water conditions were observed in 26 

2021/2022, 2023/24, 2024/25, and now in the first half of 2025/26. Only the year 2022/23 saw above-average inflow 27 

levels and hydroelectric production. The 2020s thus far have seen disappointing hydroelectric production, certainly as 28 

compared to the 2010s. 29 

In addition, it is also true that actual financial results from the drought years were much poorer than were forecasted 30 

during recent rate-setting processes. However, forecasting for rate-setting purposes deliberately assumes “average” 31 

water-related operating results, so the experience of below-average inflows will automatically mean that forecast 32 

outcomes will not be achieved. Rates in Manitoba are, in effect, designed to be “wrong” when considered in 33 

retrospect, because it is highly unlikely that inflows will ever exactly match historical averages, but this seems 34 

problematic only when it turns out wrong in a negative way. 35 
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For Manitoba Hydro, the true importance of the poor financial results from these drought years is that Manitoba 1 

Hydro’s preferred “financial health” metrics, led by debt-to-capitalization, have actually worsened rather than 2 

improved, as was projected in the last GRA. In this sense, the second and fourth reasons in support of rate increases 3 

essentially merge together.   4 

 5 

Future Capital Expenditure Requirements 6 

The Manitoba Hydro Act clearly states that the PUB is required to include in its rate calculations all capital spending 7 

plans approved by the Minister. However, in its 20-year financial projection, Manitoba Hydro goes far beyond 8 

approved capital spending plans and presents a long-term “proxy” development plan to provide an indication of what 9 

the future may be, in its view.24  10 

On this basis, it argues that rate increases are required in the immediate three-year period in question in order to 11 

avoid either future rate hikes that may be considered by domestic customers to be severe or jarring, or, if those 12 

otherwise required rate hikes cannot be implemented because of the 4% cap on rate increases, to avoid worsening 13 

the financial heath of the corporation while the necessary spending takes place.  14 

The argument is predicated on the assumption that the proxy development plan is both reasonable and a fairly good 15 

representation of the capital spending plans that will actually be approved in the future by the Minister. However, 16 

evidence provided by Midgard Consulting, another expert in this GRA process, argues that over the ten-year period 17 

from fiscal 2025/26 to fiscal 2034/35, capital expenditures by Manitoba Hydro could reasonably be reduced by nearly 18 

$3 billion from Manitoba Hydro’s plan of nearly $16 billion in expenditures.25  19 

Lower capital expenditures would change the 20-year financial forecast significantly. If the same 3.5% even-annual 20 

domestic rate increases as proposed by Manitoba Hydro were implemented, and all other assumptions kept the 21 

same, a $3 billion reduction in capital expenditures over the time period would mean that total debt at the end of the 22 

period would be approximately $3.5 billion lower, retained earnings more than $500 million higher, and the debt-to-23 

capitalization ratio would improve by nearly 3%, rather than staying essentially flat. Alternatively, rather than 3.5% 24 

even-annual increases, a reduction in capital spending plans of approximately $3 billion would be more consistent 25 

with even-annual rate increases of 2.5%, while still achieving a debt-to-capitalization ratio of 84% at the end of the 26 

period.26  27 

 
24 As confirmed by Manitoba Hydro in response to PUB/MH I-66, the government only approves Manitoba Hydro’s 

capital plans one year at time. All capital spending forecasts beyond one year are therefore subject to the PUB’s 

normal tests for “reasonable” rates. 
25 MPA had the opportunity to review a draft of the evidence prepared by Midgard Consulting, and this figure was 

drawn from that draft. Our understanding was that Midgard’s intention was to submit this figure into evidence 

before the PUB, though our report was completed in parallel.  
26 Note that Manitoba Hydro, in its sensitivity tables presented in Appendix 3-5 of the Application, included 

calculations related to a 10% decrease in capital spending over the 20-year period. Over the first 10 years, that 

would represent an approximately $1.6 billion reduction in capital spending. Midgard Consulting has suggested that 

a reduction of nearly $3 billion could be possible, which is an almost 19% reduction in capital expenditures over the 

period. 
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All this to say, Manitoba Hydro’s calculations of revenue requirement and rate increases in its 20-year financial 1 

forecast are extremely sensitive to the assumptions made in the proxy development plan. Assumptions which have 2 

not been tested as part of the Integrated Resource Plan process and have not been approved by the Minister.  3 

It is notable that in its sensitivity analysis presented in section 3 of its Application, Manitoba Hydro considered three 4 

alternate rate increase scenarios (0%, 1% and 2%) for the for 2026 to 2028 period, followed by 3.5% increases in 5 

subsequent years, and calculated impacts on all of its preferred financial metrics. Interestingly, the results of the 2% 6 

rate increase scenario would be almost offset by a reduction of 10% of capital spending in the proxy development 7 

plan. The serendipity of this near equivalence gives rise to the question of whether near-term rate increases should 8 

be predicated on untested and unconfirmed early-stage “proxy” plans, particularly when a process of official plan 9 

development is actually underway (i.e., the Integrated Resource Plan), and should be completed within a year. If the 10 

PUB accepts evidence that suggests that future capital spending can be reasonably moderated below the levels of 11 

Manitoba Hydro’s proxy development plan, then a prudent course would be to approve a rate increase more 12 

consistent with reduced capital expenditures until such time as the Integrated Resource Plan is completed, reviewed 13 

and approved. The next GRA process could then rely on a more complete set of facts to determine appropriate rates. 14 

 15 

Financial Health 16 

As noted in the previous section of this report, MPA rejects the emphasis of Manitoba Hydro on the debt-to-17 

capitalization and capital sufficiency ratios as measures of overall financial health, and also questions the relevance 18 

of constructed, assumption-dependent 20-year financial forecasts as tools to determine financial health. However, 19 

this does not mean that current and expected financial performance should be irrelevant to rate-setting, nor should 20 

these views be construed to mean that the need to manage financial risks cannot be justifications for rate increases. 21 

It may be that rate increases are justified by financial concerns, despite the weakness in Manitoba Hydro’s 22 

presentation of the issue.  23 

MPA has argued in past GRAs, and continues to maintain, that the critical determinant of financial health for a non-24 

share capital, “power at cost”, government-guaranteed utility like Manitoba Hydro is the expected sufficiency of cash 25 

flows to pay the utility’s operating costs and debt service costs. With respect to metrics, this suggests the primacy of 26 

EBITDA:Interest and EBIT:Interest as indicators of financial capacity, from among those normally calculated by 27 

Manitoba Hydro. It is notable that in its financial review portion of the Application, in section 3, Manitoba Hydro also 28 

provided information on another cash flow sufficiency metric, Cash Flow to Debt. A somewhat more complete listing 29 

of cash flow sufficiency metrics would include:27  30 

• Funds From Operations (FFO) : Debt 31 

• Debt : EBITDA 32 

• Cash Flow From Operations (CFO) : Debt 33 

• Free Operating Cash Flow (FOCF) : Debt 34 

• Discretionary Cash Flow (DCF) : Debt 35 

• FFO + Interest : Cash Interest 36 

 
27 Please see S&P Global General Corporate Methodology: Ratios and Adjustments for definitions, available at 

Criteria | Corporates | General: Corporate Method | S&P Global Ratings 

(https://www.spglobal.com/ratings/en/regulatory/article/-/view/sourceId/10906146) 

https://www.spglobal.com/ratings/en/regulatory/article/-/view/sourceId/10906146
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• EBITDA : Interest 1 

In response to PUB MFR 22, Manitoba Hydro provided its calculations for EBITDA:Interest for the full 20 years of the 2 

preferred rate path.28 Over the period, the ratio is never lower than 1.85 (in 2032/33), and reaches as high as 2.52 (in 3 

2044/45). From an actual results perspective, in fiscal year 2021/22, when Manitoba suffered from severe drought 4 

conditions, the ratio fell to 1.31, meaning that despite the negative net income that resulted that year, cash flows 5 

were still more than sufficient to pay all operating costs and interest costs.  6 

Over the same 20-year forecast, the EBIT:Interest ratio ranges from a low of 1.04 (in 2032/33) to 1.36 (in 2044/45),29 7 

but it is notable that in the historical drought year of 2021/22 the ratio was only 0.77, and in 2023/24 it was again 8 

quite low at 0.86. The primary difference between the two ratios is that EBIT assumes that annual depreciation 9 

(which is the imputed “using up” of capital assets during the year) is used to repay debt principal outstanding, and is 10 

therefore not available to pay interest payments.  11 

Arguably, the EBIT:Interest ratio is the more appropriate metric by which to understand the long-term sufficiency of 12 

cash flows in a “power at cost” utility, because the true cost of providing power includes paying a fair share of the use 13 

of capital assets over time. However, from a short-term perspective, EBITDA:Interest better represents the “real-time” 14 

cash sufficiency for the ongoing operation of the company. 15 

All of these calculations in the 20-year forecast are based on reference assumptions – average hydroelectric 16 

production, expected domestic load growth, consensus export prices and interest rates, the proxy development plan, 17 

and of course 3.5% annual rate increases. None of this truly speaks to the issue of “sufficiency”, from a risk 18 

management perspective. Rather than focusing on the reference case, what can be said of potential scenarios where 19 

results are poor? Will cash flow be sufficient in those cases? 20 

Manitoba Hydro presented “uncertainty” analysis in Appendix 3.2 of the Application. The results of various scenarios 21 

were provided which examined different cases of hydroelectric output, export prices and interest rates. The modelling 22 

comprised 112 water flow series, three different export price series, and three different interest rate series, for a total 23 

of 1,008 alternate financial projections which were calculated for a nine-year period, from fiscal 2026/27, to 2034/35. 24 

The summary “box and whisper” plots provided in the evidence only show the range of outcomes across each of the 25 

nine fiscal years being examined, and do not provide a clear sense of the depth of multi-year risk that was being 26 

considered. Notably, however, Figure 3.16 shows that in approximately 25% of the 1,008 cases each year, 27 

EBIT:Interest was at or below 1.0. This means that years like the projected 2032/33 in the reference financial forecast 28 

are not uncommon occurrences, but instead a normal hazard of operating a utility with a large installed base of 29 

hydroelectric generating stations. Moreover, 5% of the cases (or about 50 out of 1,008) each year resulted in 30 

EBIT:Interest well below 1.0, and hence years like the very challenging 2021/2022 are quite uncommon, but not 31 

totally unexpected (this also speaks to just how challenging 2021/22 was in a historical context).  32 

The information presented in Appendix 3.2 did not include analysis of EBITDA:Interest, only EBIT:Interest. However, 33 

mathematically, EBITDA:Interest is always a larger number than EBIT:Interest. If it is assumed, for the purposes of 34 

these observations, that the relationship between EBITDA:Interest and EBIT:Interest is approximately 1.6 (i.e., the 35 

former will be about 60% greater than the latter in most years, because of the size of annual depreciation for 36 

Manitoba Hydro), then the analysis in Appendix 3.2 suggests that in any given year, there may be in the range of 3% 37 

 
28 Please see the Application, Tab 9, page 88. 
29 Ibid., page 84. 
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to 4% of the projections where EBITDA:Interest is also below 1.0 (in other words, cash flows would NOT be sufficient 1 

to cover operating expenses and interest expenses for the year). While this is an important data point, very bad 2 

single year financial results, particularly in the face of severe drought, may not be in themselves capable of calling 3 

into question the cash flow sufficiency of the company. 4 

In response to question Coalition/MH I-116, Manitoba Hydro further elaborated that in 115 of the projections 5 

calculated (or 11.4%), EBIT:Interest was below 1.0 for six of the nine years. All of those cases exhibited average 6 

hydroelectric output of 32.8 TWh per year or less, which would be in the bottom 15th percentile of nine-year long 7 

production cases. What this indicates, is that the 16 worst historical waterflow cases (out of 112), if coupled with both 8 

low export prices and high interest rates, or a combination of one extreme case and one reference case for those two 9 

variables, will create financial results where the long-term cash flow sufficiency of Manitoba Hydro would be in 10 

question, despite 3.5% rate increases annually. If rate increases were less than 3.5% annually, then these indicators 11 

of financial distress would undoubtedly be more prevalent. If rate increases were instead 4% annually, then fewer of 12 

these projections would be deemed problematic.  13 

Implicitly, Manitoba Hydro appears to believe that this level of financial risk is acceptable, as the application is for 14 

3.5% increases, instead of 4% (all other things being equal). However, there has been no investigation or discussion 15 

of whether this is a valid test of financial risk, nor whether the PUB or anyone else would endorse it.  16 

To put these results further into context, the analysis assumed reference values for capital expenditures (derived 17 

from the proxy development plan, of course), operating costs, inflation, domestic load, etc. The cases therefore are 18 

premised that there will be no active response to an extended series of very challenging drought years (for example, 19 

by increasing rates to the maximum allowable 4% per year, or securing alternative energy supply agreements to 20 

support domestic supplies, or delaying major capital projects that are in any way optional, or amending or early-21 

terminating unfavourable export contracts, etc.). This does not lessen the value of the analysis provided,30 but it 22 

should serve to temper what might otherwise be perceived to be an “inevitable” risk, in some sense. The reality is 23 

that there will be intervention if ongoing drought conditions are experienced. As in 2021/22, the PUB would be 24 

petitioned, even in the middle of an existing rate-setting period, to raise rates by the 4% maximum amount per year. 25 

Alternative strategies would be considered to manage domestic load requirements, reconfigure capital plans, and 26 

take advantage of potential relief clauses in export contracts. The full suite of tools that would be deployable should 27 

be deployed, so that persistent cash flow shortfalls are not experienced, and the capital markets would be reassured 28 

that Manitoba Hydro – in concert with the support of the regulator – will be able to meet all of its financial needs over 29 

the long term. If any of these points were true, then it should be acceptable to adopt rate increases that were less 30 

than 3.5%, knowing that in the event one of those multi-year drought cases were to materialize, mitigation of financial 31 

risks would be possible and likely. 32 

Has Manitoba Hydro sufficiently demonstrated that its financial health will be threatened, and financial risks will be 33 

unduly high, if it is not granted three successive 3.5% rate increases? On the basis of the evidence presented about 34 

these matters, it does not appear so. 35 

  36 

 
30 Adding more variables to the analysis would have resulted in thousands more financial projections, which would 

likely have been unmanageable. Alternatively, a Monte Carlo style multi-factor analysis which relies on statistical 

sampling could be employed to further explore the risks facing Manitoba Hydro. To make such analysis useful and 

cost-effective, Manitoba Hydro and the PUB should agree in advance on variables to be tested, ranges to be 

addressed by those variables, and thresholds of significance with respect to outcomes of the calculations.  
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5. Alternative Concepts 1 

At risk of being repetitive, Manitoba Hydro is a “power at cost” utility. This means that rates should be set, in theory, 2 

such that every ratepayer pays its fair share of the full cost of the power they consume. Since this Report is focused  3 

solely at the level of revenue requirement and not rate design, the principle can be restated such that domestic 4 

ratepayers should pay rates that are consistent with a fair revenue requirement for the power they are expected to 5 

consume for the year. 6 

As has been discussed, rates are set prospectively, and there are many variables – some universal, and some more 7 

particular to Manitoba Hydro – which mean that the full costs of power cannot possibly be known until long after the 8 

fact of consumption. As a result, there will be inevitable fluctuations, where despite the best efforts at calculating 9 

expected revenue requirements, “overs” and in particular “unders” must be managed. This necessity to manage the 10 

imperfection of estimation justifies “reserves”, financial risk resources, access to debt, or however the concept is 11 

formulated, as part of the proper and “reasonable” cost of power, despite the fact that it is no longer specifically 12 

enumerated as part of the revenue requirement in the Manitoba Hydro Act.31  13 

How to define this part of the revenue requirement, and how to apply it in the rate-setting process, has occupied 14 

considerable attention in several GRA processes. Manitoba Hydro continues to argue, unfortunately, that it should be 15 

defined principally by whatever is necessary to achieve an arbitrary debt-to-capitalization ratio over an arbitrary 16 

period of time (different in every GRA). One of the claims in favour of the Manitoba Hydro approach is that it 17 

purportedly results in “stable and predictable” rates, but the reality over the past 25 years is somewhat different, as 18 

already noted. 19 

 20 

Fairness to Ratepayers 21 

Several principles must be balanced when considering fairness to ratepayers. As noted by the PUB itself,32 these 22 

include:  23 

• Cost of service standard 24 

• Intergenerational equity 25 

• Matching principle  26 

• Rate stability and predictability 27 

• Used or required to be used 28 

• Prudence standard 29 

The Bonbright Criteria cover virtually all of the same ground.  30 

Implementation of these principles should be balanced, given that they often point to different outcomes. For 31 

example, while large and expensive new facilities should not be paid for by ratepayers unless they are benefitting 32 

from them (which means they must first be in service!), waiting to add costs until after the in-service date may mean 33 

 
31 S. 39(1) of the Act defines “revenue requirement” as the “reasonable costs…including…operating, 

maintenance…etc., etc.” (emphasis added). On its face, the definition does not appear to be exhaustive, and should 

be read within the context of regulatory doctrine and practice.  
32 Please see Appendix A for the full list. 
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a very significant one-year jump in rates, which would contravene the “stability” principle. Slowly raising rates in 1 

anticipation of an approved expenditure may be reasonable, on the theory that many ratepayers today may still be 2 

ratepayers at the time of in-service, and they would appreciate not facing a sudden change. Similarly, if a very severe 3 

drought lasts for one or two years, it may take several years of higher rates to replenish appropriate levels of financial 4 

reserves, even though the future ratepayers were not involved in the drought event.  5 

Despite the need to balance different principles, it is worthwhile to consider Manitoba Hydro’s proposed rate path 6 

from the perspective of one principle that is not very much addressed in the Application; namely, intergenerational 7 

equity., Doing so may shed some light on an alternative approach to financial reserves and risk management issues. 8 

Figure 7 9 

 10 

 11 

The chart above recasts Manitoba Hydro’s reference financial projection based on net income as a percentage of 12 

domestic revenues, or alternatively, as a percentage increase above what domestic revenues would be if net income 13 

were zero. This calculation is found on the idea that domestic revenues at zero net income represent “power at cost” 14 

at the most basic sense, and projected net income is the additional contribution by domestic ratepayers to financial 15 

risk management over time.  16 

Interestingly, the annual level of ratepayer contributions over and above minimum “power at cost” vary widely, from 17 

12.17% in 2025/26, to only 0.20% in 2037/38. If the calculations are made based on averaging three-year rate 18 

periods rather than individual years, then the average contribution of the first three years of 9.30% is only exceeded 19 

by some combination of the last five years in the projection (e.g., 2040/41 to 2042/43 has an average of 9.41%, while 20 

Net Income (i.e., contribution to Retained Earnings/Reserves) Compared to Domestic Revenues

(year ending March 31)
2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

Domestic Rev Current Rates 1989 2031 2051 2063 2074 2087 2105 2126 2156 2192
Due to Rate Increases 21 93 168 247 329 415 507 604 709 822

Total Domestic Revenue 2010 2124 2219 2310 2403 2502 2612 2730 2865 3014
annual rate increase 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%

Net Income Attrib to MH 218 187 127 168 220 166 113 47 73 155

% of Total Domestic Revenue 10.85% 8.80% 5.72% 7.27% 9.16% 6.63% 4.33% 1.72% 2.55% 5.14%
As premium to basic  "power at cost" 12.17% 9.65% 6.07% 7.84% 10.08% 7.11% 4.52% 1.75% 2.61% 5.42%

2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

Domestic Rev Current Rates 2231 2273 2316 2361 2406 2455 2504 2556 2609 2658
Due to Rate Increases 944 1074 1214 1363 1521 1692 1854 1981 2115 2251

Total Domestic Revenue 3175 3347 3530 3724 3927 4147 4358 4537 4724 4909
annual rate increase 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%

Net Income Attrib to MH 139 190 7 119 219 314 386 424 450 487

% of Total Domestic Revenue 4.38% 5.68% 0.20% 3.20% 5.58% 7.57% 8.86% 9.35% 9.53% 9.92%
As premium to basic  "power at cost" 4.58% 6.02% 0.20% 3.30% 5.91% 8.19% 9.72% 10.31% 10.53% 11.01%
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2042/43 to 2044/45 has an average of 10.62%). Meanwhile, the 20-year average contribution above basic “power at 1 

cost” is 6.85% (10 years are below that level, and 10 years above, so this is also a median).  2 

Manitoba Hydro appears to be front-loading and back-loading ratepayer contributions to address costs that will be 3 

particularly acute in the middle of the 20-year period – assuming that its capital plans and all other aspects of its 4 

estimates come to fruition!33 Manitoba Hydro has not explicitly requested that future costs be shifted to ratepayers 5 

today, but in effect that is the result of the rate path design, buried in a motivation to ensure “financial health” as 6 

described by the debt-to-capitalization ratio, and rate predictability through even-annual rate increases. Moreover, 7 

this is being proposed on the basis of a proxy development plan which is neither tested nor approved.  8 

 9 

Equal Contributions as a Starting Point 10 

A different approach would be to begin with the premise that all ratepayers should contribute their fair share to the 11 

needs of financial risk management and reserves. A practical mechanism could be the following: 12 

1. Calculate the minimum, no-net-income revenue requirement for each year of the rate period, according to 13 

best estimates of operating costs, domestic load, historical average hydroelectric generation, export prices, 14 

approved and/or reasonable capital expenditures as required, etc. 15 

2. Add to the total revenue requirement for the rate period (i.e., three years), a fixed percentage contribution 16 

for financial stability of the utility and risk management in the event of drought or other negative events (e.g., 17 

4%, 5%, 6%, 7%, or whatever long-term standard is deemed reasonable by the PUB given the risks 18 

associated with the historical variability of hydroelectric output). 19 

3. Spread the incremental amount across the three-year rate period such that the annual rate increases are 20 

approximately equal (which may compensate for annual “bumps” in the underlying costs), and ensure that 21 

the annual increases do not violate the legislated rate cap.  22 

4. Test, based on uncertainty analysis, that the cash flows of the utility at the planned rates will be sufficient in 23 

the medium term (e.g., five to seven years) to maintain credit-worthiness in the face of a reasonable number 24 

of scenarios (e.g., average EBIT:Interest over the modelled period is above 1.0 in at least 80% of outcomes, 25 

or whatever level is deemed appropriate by the PUB). The assumption should be that the proposed rates 26 

should not be sufficient to address all scenarios, because some truly negative scenarios should be 27 

addressed by emergency rate increases and other actions.34 If the rate decision would fail in an 28 

unacceptably high percentage of future scenarios, then go back to step 2 and increase the risk contribution 29 

incrementally.  30 

5. Test, based on approved or reasonable capital plans stretching beyond the current rate period into the next 31 

period, whether a similar exercise will result in an unacceptably high rate increase between the boundaries 32 

of the two rate periods. If this is the case, then a decision may have to be taken to increase near-term rates 33 

 
33 Note that the first and last five years, if averaged, result in a contribution above basic “power at cost” of 9.56%, 

while the middle 10 years have an average contribution of 4.14%. 
34 If the standard for scenario testing is too high, it will promote excessive maintenance of reserves, which is costly 

to ratepayers, and violates the cost of service and prudence principles. 
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by the minimum amount that would be necessary so that the next set of rate increases could comply with 1 

the legislated rate cap, based on the reference scenario of assumptions.35 2 

Some of the features of this type of approach would be: 3 

• A focus on near to medium term rates, which are subject to far less uncertainty than 20-year rates; 4 

• The intention that, in a majority of years, both net income and EBIT:Interest will be positive, since average 5 

hydroelectric output is the basis for the reference scenario, and the explicit addition of a financial risk 6 

contribution further reduces the number of years where financial outcomes will be problematic;  7 

• An explicit message to capital markets that cashflow sufficiency is a primary and explicit concern of rate-8 

setting, which will mitigate any risks that Manitoba Hydro debt will become problematic for the Province of 9 

Manitoba; 10 

• Within each three-year rate period, rate increases will be predictable, as required by legislation, unless an 11 

emergency rate increase is required due to prolonged drought conditions; and 12 

• Planned large capital expenditures which may result in unacceptably large incremental increases in revenue 13 

requirement in certain years and between rate periods will be explicitly identified, and attract deliberate 14 

decisions about rate smoothing and cost transfer between ratepayers over time. 15 

It is acknowledged that a change of rate-setting policy of the sort described above could not possibly be implemented 16 

as part of this rate hearing. Establishing a change of this nature requires detailed discussion of new rules, formulas, 17 

and analytical approaches – however, based on types of analysis that have already been done by Manitoba Hydro 18 

and the PUB, and in fact included in this Application under review. Instead, these ideas are introduced in order to 19 

suggest to the PUB that there are other potential options available, different from the unsatisfactory processes of the 20 

last several rate hearings, to calculate the basis and extent of a fair contribution to financial risk management by 21 

ratepayers. In order 59/18, the PUB looked forward to the opportunity to test new approaches to the question of 22 

financial reserves, but unfortunately they were not pursued due to government policy decisions of the day.36 The next 23 

GRA process will be three years away, and in the meantime an Integrated Resource Plan is being developed which 24 

will provide much greater, and sorely needed, clarity with respect to future capital expenditures. This confluence of 25 

events suggests that the current GRA can be a placeholder, bridging to the next GRA that can redefine and refocus 26 

 
35 In Integrated Resource Planning, an important concern should be the impact on ratepayers of capital expenditures, 

including rate increases resulting from lumpy expenditures. Explicit decisions should be taken by the government in 

approving capital plans to publicly justify transferring costs as between ratepayers over time. Part of the discussion 

included in IRP review should be whether the new plan would require an amendment to the legislated cap on rate 

increases, since rate stability should not always be favoured above cost responsibility. 
36 In order 59/18, page 66, the PUB stated that “…the Board concludes that there is merit to gaining better 

understanding of the financial reserves required for Manitoba Hydro under various circumstances. This would 

include consideration of risk tolerances, what risks should be protected by reserves, and the circumstances which 

would guide the need for more aggressive rate increases to continue full cost recovery for Manitoba Hydro. The 

Board is mindful that the financing and depreciation expenses related to these new major capital assets entering 

service already require additional revenues from rate increases. Consideration of the appropriate level of financial 

reserves, for example a minimum retained earnings test, is best done through a collaborative approach with 

stakeholders. The Board directs Manitoba Hydro to participate in a technical conference hosted by Board Staff or an 

external consultant appointed by the Board for the consideration of the establishment of a minimum retained 

earnings or similar test to provide guidance in the setting of consumer rates for use in rule-based regulation. The test 

or rule is to be based on maintaining appropriate or minimum levels of retained earnings and meeting other financial 

metrics in the face of potential risks to the Utility. The Board will develop the terms of reference for the technical 

conference. Parties will be invited to contribute to the scope and terms of reference for this initiative.” 
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the calculation of reasonable financial risk management measures, simplify calculation of revenue requirement, and 1 

properly apportion cost responsibility over time between generations of ratepayers.  2 

 3 

A Note on Drought Consequences 4 

In response to PUB questions,37 Manitoba Hydro provided updates with respect to actual hydroelectric output during 5 

2025 so far. While full information has not been released publicly because of claimed commercial confidentiality 6 

issues, information about drought conditions that is public suggests that the final results of the 2024/25 fiscal year 7 

and the updated estimates for the 2025/26 fiscal year may both be lower, and possibly significantly lower, than 8 

forecast in the Application dated March 28, 2025. 9 

As noted previously in this report, EBIT:Interest was below 1.0 in 2021/22, and again in 2023/24. The year just ended 10 

was previously forecast to result in EBIT:Interest again below 1.0, and may have concluded with an even lower result 11 

than forecast in the application (though no public results have been released as of this date). The current year was 12 

previously forecast to be significantly better. However, if drought conditions have caused the forecast to be revised 13 

downwards, such that EBIT:Interest will again, for the fourth time in five years, be below 1.0, then the current period 14 

begins to look alarmingly like the sort of prolonged and challenging drought scenarios modelled in the uncertainty 15 

analysis discussed above in section 4 of this Report. As was noted in that section, repeated failure over time of 16 

Manitoba Hydro to achieve an EBIT:Interest metric greater than 1.0 may be cause for the capital markets to begin 17 

questioning the long-term sustainability of Manitoba Hydro’s operations, absent support by the Government of 18 

Manitoba. This could begin to undermine the claim that Manitoba Hydro is self-supporting, and hence begin 19 

impacting the perception of the Government of Manitoba’s debt burdens, to negative effect. 20 

Depending on the actual up-to-date results and forecasts communicated to the Board by Manitoba Hydro, the Board 21 

may wish to consider whether steps are necessary to reassure capital markets that the long-term positive cash flows 22 

of Manitoba Hydro will be maintained. Again, depending on up-to-date results and forecasts, the Board may wish to 23 

consider implementing the maximum allowable increase in rates of 4% on January 1, 2026, both to  24 

a) Attempt to improve the expected results for the current year in progress, since the increase will apply to the 25 

last three months of the fiscal year; and 26 

b) Send a signal to markets that the regulator is taking the unfolding circumstances seriously. 27 

Such action should not affect considerations for the subsequent two rate years being considered as part of this GRA. 28 

As always, the assumption underlying future year’s rates should be that water inflows will return to average levels 29 

(and average levels would result in EBIT:Interest well above 1.0). However, for the current year, based on 30 

information available from the almost six months of the year that have passed, it may no longer be reasonable to 31 

assume average water levels, and this information should be taken into account. 32 

In addition to consideration of action by the Board, Manitoba Hydro should be questioned about actions it is taking to 33 

immediately and in the near-term improve its financial results, and to reassure markets that the circumstances are 34 

being addressed with all due diligence. Prolonged drought conditions and the attendant negative financial results 35 

 
37 Please see PUB-MH I-51.  
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should not be addressed solely through rate actions, but by concerted efforts of all kinds, as was discussed in section 1 

4 of this Report.38 2 

As was argued in this Report when considering “financial health”, sustained results of EBIT:Interest less than 1.0 are 3 

problematic, both because they would undermine the confidence of the capital markets in Manitoba Hydro’s capacity 4 

to meet its obligations, and because it means that ratepayers are not actually paying for the full and true cost of the 5 

power they receive. Random fluctuations in results are to be expected, as discussed, but sustained financial 6 

weakness suggests that remedial actions should be considered. 7 

While it should be hoped that water flows will revert to the mean in the future, which will alleviate financial stress from 8 

Manitoba Hydro, if indeed Manitoba is in the midst of a period, like that experienced in 1920s, 30s, 40s or 80s, when 9 

only two years out of ten had system inflows that were average or better, both Manitoba Hydro and the Board should 10 

give additional consideration to steps that can be taken. 11 

  12 

 
38 By happy coincidence, the Government of Manitoba has pre-emptively assisted Manitoba Hydro by eliminating 

the Corporations Capital Tax in its entirety, and reducing the Debt Guarantee Fee beginning this year. In addition to 

previous cuts to government fees and taxes in previous years, the government has already significantly reduced 

burdens on Manitoba Hydro that would otherwise have made Manitoba Hydro’s financial results in these drought 

years even worse. As of this year, there is little left in the way of fees, charges and taxes paid by Manitoba Hydro to 

government, so additional relief from government may not be likely. 
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6. Summary Observations  1 

Does the need for “financial health” as defined by debt-to-capitalization and cash flow sufficiency for capital 2 

expenditures support the proposed 3.5% rate increases for three years, and the further assumption of 3.5% 3 

increases for an additional thirteen years? 4 

Debt-to-capitalization is not a compelling financial metric when defining the “financial health” of Manitoba Hydro, nor 5 

is cash flow sufficiency for “Business Operations Capital”. This argument has been refuted consistently in past GRA 6 

processes, and Manitoba Hydro has not brought forward any compelling new information to support the position. 7 

Even if the importance of the debt-to-capitalization metric is granted, 3.5% rate increases are only required in the 8 

context of the very expensive and unapproved “proxy” development plan included in the reference assumptions of 9 

the financial projections. Since the capital spending plans are disputable, and another expert has submitted evidence 10 

casting doubt on the presented expenditure budget, it may be prudent for the PUB to approve a more modest rate 11 

increase until such time as the Integrated Resource Plan is completed and approved.. 12 

 13 

Are there other financial metrics which are better indicators of financial risk that should be addressed in rate-setting? 14 

Cashflow measurements, including EBIT:Interest and EBITDA:Interest should be the primary focus of financial risk 15 

management for a “power at cost”, non-share capital utility like Manitoba Hydro, as these are more likely to be linked 16 

to the credit quality of the Province of Manitoba. Estimates of the future course of these metrics should be tested 17 

through a wide variety of scenarios in order to ensure that rates are sufficient for Manitoba Hydro to fulfill its 18 

obligations in the future, including both operating costs and debt service, as well as the implicit annual use of capital 19 

goods that is captured by the concept of “depreciation”.  20 

Based on the available analysis, a very high percentage of future scenarios would be manageable given rate 21 

increases of 3.5% per year, with some deterioration if approved rate increases are lower. However, all analysis was 22 

completed by Manitoba Hydro on the basis of reference operating costs, capital costs and load growth, with only 23 

hydroelectric generation, interest rates and export price scenarios treated as variables to be tested. If the PUB 24 

concludes that any of Manitoba Hydro’s reference assumptions should be revised, then the scenario testing should 25 

be repeated (not necessarily a small undertaking). Finally, no standard for an acceptable level of financial risk 26 

modelling has been developed or defined. The scenario-testing information is currently provided only as a support to 27 

the Application, and not as a key measure critical to rate-setting. 28 

 29 

Are there alternatives to Manitoba Hydro’s use of 20-year rate paths and debt-to-capitalization targets to 30 

contextualize and define customer contributions to Manitoba Hydro financial risk management? 31 

Manitoba Hydro’s prioritization of even-annual rate increases and long-term debt-to-capitalization targets leads to 32 

very unequal contributions by ratepayers over time to the company’s stated financial goals. Over the course of 20 33 

years, some ratepayers are contributing less than 1% domestic rate obligations above “break-even” power costs, 34 

while others are contributing more than 10%. This treatment is justified in part because of projected even-annual rate 35 

increases (though rate increases have never been even-annual over the past 25 years), and in part because of the 36 

apparent need to smooth out the impact of large capital expenditures while protecting the debt-to-capitalization ratio.  37 
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Instead, the rate-setting process could be focused more tightly on risk indicators such as EBIT:Interest, and to 1 

ensuring a more equal contribution by ratepayers to the net cash flows of the corporation (at least prospectively, 2 

under reference assumptions, noting that actual results will vary, most importantly with annual hydroelectric 3 

generation outputs). However, developing this process would require agreement on metrics, key variables, the nature 4 

of scenarios to be tested, and inferences to be drawn from different scenario outcomes.  5 

The result of pursuing new approaches would be a more equal distribution of burdens over time, an explicit focus on 6 

financial risk management designed to reassure capital markets, and greater clarity and transparency with respect to 7 

the allocation of burdens associated with large capital expenditures. It is acknowledged that these aims cannot be 8 

achieved in the current GRA, but that future efforts, coupled with the completion of the Integrated Resource Plan 9 

work that is currently underway, could lead to new rate-setting mechanisms in the future. 10 

 11 

Are there implications for rate-setting as a result of recent drought conditions? 12 

As a result of drought conditions in 2021/2022, 2023/24 and 2024/25 (forecasted), Manitoba Hydro’s EBIT:Interest 13 

was below 1.0 for three of the past four years. The latest information may suggest that the current 2025/26 year is 14 

also trending towards financial results with EBIT:Interest below 1.0. If that is the case (i.e., four years out of five), it 15 

may warrant urgent action by the PUB, and an immediate maximum rate increase on January 1, 2026. This would 16 

send a signal to capital markets that the regulator is aware of the severity of the challenges faced by Manitoba Hydro, 17 

and will face them resolutely until climactic conditions revert to the mean. 18 

 19 
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Appendix A – Manitoba PUB Regulatory Principles 
 
The following information was retrieved from the website of the Manitoba PUB, at 
http://www.pubmanitoba.ca/v1/about-pub/regulatoryprinciples.html.  
 
Regulatory Principles 
 
When considering a rate application, the Board must weigh all the available evidence. As such, the PUB operates on 
the basis of sound, established regulatory principles in order to come to decisions. There is no single authority that 
sets regulatory principles, and these principles may conflict or overlap, but it is the goal of the PUB to effectively 
balance the following principles and consistently take them into consideration when setting utility rates. 
 
Cost of service standard  
This principle is at the heart of rate regulation. Under this principle, a utility is permitted to set rates that allow it to 
recover its costs for regulated operations, including a fair rate of return on its investment devoted to those regulated 
operations—no more and no less. In most cases, rates are set in anticipation of future costs. If the regulated entity 
over-recovers those costs, it keeps the excess. If it under-recovers, it bears the cost of the deficiency of its 
projections. 
  
Intergenerational Equity 
Under this principle, customers in a given period should only pay the costs that are necessary to provide them with 
services in that period. They should not have to pay any costs incurred to provide services to customers in any other 
period. This principle is consistent with setting rates that are just and reasonable. For example, a regulated entity is 
usually not allowed to earn a return on projects under construction because any costs incurred are incurred in order 
to provide services to future customers. Instead, the costs are capitalized and recovered through depreciation over 
the period that the assets are used to provide the service.  
  
Matching Principle 
This principle requires that a regulated entity’s costs be matched to the period that benefits from the costs being 
incurred, and should be recovered from customers in that period. In other words, the customers in each period 
should pay for the costs of providing them with service in that period. The matching principle follows from the cost of 
service standard and the principle of intergenerational equity. Consistent with the cost of service standard, all of a 
regulated entity’s costs should be recovered from customers. Consistent with the principle of inter-generational 
equity, only customers in the period that benefit from the cost being incurred should pay for the cost. 
  
Rate stability and predictability 
This principle requires rates to remain stable and predictable, at least to the extent practical. Therefore, the principle 
may justify smoothing out increases to avoid any sharp rate climbs.  
The principle of rate stability and predictability may require costs to be collected from customers in periods other than 
those for which the costs were incurred. Therefore, the principle is inconsistent with the principle of inter-generational 
equity. Despite that, it is justified because it recognizes the problems customers can face in adjusting to significant 
short-term rate fluctuations. 
  
Used or required to be used 
Under this principle, customers should only pay for the cost of those assets that are either used or required to be 
used to provide them with the service. An application of this principle is in the case of a diversified company with both 
regulated and non-regulated operations. The customers of the regulated operations should not be required to pay for 
assets used to supply non-regulated services. 
  

http://www.pubmanitoba.ca/v1/about-pub/regulatoryprinciples.html
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Prudence standard 
Under this principle, customers should be charged only for prudently incurred costs. This recognizes the fact that 
regulated entities have a responsibility to manage themselves in a prudent manner. This principle is central to the 
PUB hearing process and the wealth of evidence collected and examined by the Board in its proceedings.  
  
Why we do it 
Due to the capital intensive nature of the business, and the inherent difficulty of competition in such a closed market, 
utilities naturally tend toward monopoly formation, meaning the complete absence of market competition. The PUB 
regulates public utilities precisely because they constitute a so-called natural monopoly in the marketplace. 
The industry demonstrates so-called “economies of scale,” meaning that the costs for the utility in distribution and 
production decrease as demand increases. In short, the more customers, the cheaper it becomes to serve them. This 
means that one large firm can provide utility service at a lower cost than two or more firms.  
  
In the absence of a competitive market, prices are not set based on supply and demand pressures but rather on a 
self-determined reasonable rate of return for the utility, coupled with some outside evidence of what consumers will 
reasonably pay. Without market competition there is a risk that consumers will pay exorbitant prices for utility service. 
  
In Manitoba, these natural utility monopolies are largely controlled by the government, or the Crown, as state-owned 
enterprises or Crown Corporations Manitoba Hydro (which includes natural gas subsidiary Centra Gas) and Manitoba 
Public Insurance. These state-owned enterprises seek only to break-even in their operations.  
  
But while state-owned monopolies do not seek to generate a profit, they may charge unfair or unjust rates in the 
absence of oversight. Regulation and rate setting is intended to ensure that rates are prudent, just and reasonable, 
that utility service is reliable and safe, and that a balance is achieved between customer needs and the revenue 
requirements of the utility and its creditors. 
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Appendix B – The Bonbright Criteria 
 
 
This version is drawn from James C. Bonbright, Principles of Public Utility Rates, Second Edition, 1988. 
 
 
1. Effectiveness in yielding total revenue requirements under the fair-return standard without any socially 

undesirable expansion of the rate base or socially undesirable level of product quality and safety  

2. Revenue stability and predictability, with a minimum of unexpected changes that are seriously adverse to utility 
companies  

3. Stability and predictability of the rates themselves, with a minimum of unexpected changes that are seriously 
adverse to utility customers and that are intended to provide historical continuity  

4. Static efficiency, i.e., discouraging wasteful use of electricity in the aggregate as well as by time of use  

5. Reflect all present and future private and social costs in the provision of electricity (i.e., the internalization of all 
externalities)  

6. Fairness in the allocation of costs among customers so that equals are treated equally  

7. Avoidance of undue discrimination in rate relationships so as to be, if possible, compensatory (free of subsidies)  

8. Dynamic efficiency in promoting innovation and responding to changing demand-supply patterns  

9. Simplicity, certainty, convenience of payment, economy in collection, understandability, public acceptability, and 
feasibility of application  

10. Freedom from controversies as to proper interpretation 
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Appendix C – MPA Utilities Practice Overview 
 
 
Morrison Park Advisors has deep experience in the utility sector, including electricity generation, transmission and 

distribution, as well as natural gas pipelines and distribution utilities. Both as a firm, and as individuals with prior 

experience, we have worked with many of the leading utilities in Canada helping them to understand and maximize 

the value of assets and opportunities, whether for the purpose of mergers and acquisitions, new development and 

construction, or balance sheet management. Given our expertise, we are often called upon to provide clients with 

advice in challenging situations that do not fit typical investment banking categories. 

Morrison Park Advisors 

• Independent, partner-owned investment banking firm established in 2005  

• Co-founded by David Santangeli and Brent Walker, now twenty professionals, having completed hundreds 

of successful assignments with public and private companies, governments and quasi-public entities 

• Value proposition is a unique combination of Tier 1 investment banking capabilities, comprehensive scope 

of expertise, and excellent client value 

• Integrated advisory practice, covering all facets of investment banking, capital markets and Mergers & 

Acquisition services 

 

Utilities Services 

• Mergers & Acquisitions 

• Strategic advice on market consolidation; potential investors & partners 

• Financial advice on balance sheet management, growth capital, dividend policies 

• Valuation 

• Regulatory reviews and expert witness testimony in legal disputes 
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Utilities Reference Assignments 

• Expert Witness to the BC Utilities Commission with respect to the cost of debt for small utilities 

• Expert Witness before the BC Ferries Commission with respect to cost of capital for BC Ferries 

• Expert Witness before the Muskrat Falls Inquiry with respect to the financial reasonableness of the decision 

to proceed with the ill-fated Muskrat Falls project 

• Expert Witness before the Manitoba Public Utilities Board on the Manitoba Hydro General Rate Application 

for 2017/18 and 2018/19, and the 2023/24 and 2024/25 General Rate Application 

• Expert Witness and consultant to the Nova Scotia Public Utilities Board on the Interim Cost Assessment for 

the Maritime Link 

• Advisor to the Alberta Electric System Operator: Cost of capital parameters appropriate for the Cost of New 

Entry into the proposed Alberta Capacity Market 

• Advisor to the Alberta Electric System Operator: Capital Markets and Contract Term Length in the Context 

of a Capacity Market 

• Advisor to the Alberta Electric System Operator: Capital market consequences of transition to Coal Exit and 

Capacity Market 

• Expert Witness for and consultant to the Public Utilities Board of Manitoba: NFAT Review 

• Expert Witness for and consultant to the Nova Scotia Public Utilities Board: Commercial valuation of the 

proposed Maritime Link interprovincial electricity transmission line 

• Report to the Market Surveillance Administrator of Alberta on the commercial viability of new electricity 

generation facilities in the Alberta competitive electricity market 

• Advisor to British Columbia Transmission Co (now part of BC Hydro) with respect to proposed new 

transmission lines to the United States and Alberta 

• PowerStream: financial advisor to PowerStream in its merger with Enersource Hydro and Horizon Utilities, 

with concurrent acquisition of Hydro One Brampton Networks, Inc., to create the new company Alectra 

Utilities 

• City of Toronto: M&A advisor to the City of Toronto in the sale of its minority shareholding in Enwave, a 

district heating and cooling company in Toronto 

• Altagas Utilities: independent valuation of distribution utilities for the special committee of the Board of 

Directors  

• Milton Hydro: advice to the Board and the special advisory committee to City Council with respect to the 

recapitalization of Milton Hydro, its dividend policy, and potential merger, acquisition and sale opportunities 

• Enwin Utilities: strategic and financial advice on balance sheet management of electricity and water utility 

businesses, and advice on options available to the Board with respect to potential merger, acquisition and 

sales 

• Hydro One: financial advisor for distribution industry consolidation from 2007 to 2009; completed valuations 

for more than 30 utilities; conducted negotiations; strategic advisory services in managing acquisition 

proposals 

• Advisor to an Ontario electricity distributor bidding on the purchase of a competitor (currently underway) 

• Fairness Opinion to the Special Committee of the Board of Spark Power on its going-private transaction 

• Fairness Opinion to the Special Committee of the Board of Synex Renewable Energy Corporation on its 

sale to Sitka Power 
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Appendix D – MPA Utilities Team 
 
 

Pelino Colaiacovo 

Pelino is a Managing Director at MPA, and the Head of the firm’s Energy Transition & Utilities Practice. In this role he 

is responsible for origination and transaction execution, financial advisory and capital raising services. Since joining 

MPA Pelino has focused on advising clients in the energy, utilities, infrastructure and public sectors, and in addition 

assists clients in the Cleantech and Greentech industries. 

Utility clients have included Hydro One, BC Hydro, Enwin Utilities, Oakville Hydro, Woodstock Hydro, the Nova 

Scotia Utilities Review Board, the Alberta Market Surveillance Administrator, and numerous others, and more broadly 

in the energy sector Pelino has worked on a number of M&A and capital raising assignments for renewable energy 

and cleantech companies. 

Prior to joining MPA in 2005, Pelino was Chief of Staff to the Ontario Minister of Energy from 2003 to 2005. During 

that time, he assisted in significant restructuring of the Ontario electricity sector, including the drafting and 

implementation of new legislation, the creation of the Ontario Power Authority, and significant procurements of new 

electricity generation capacity for the province. 

Previously, Pelino spent more than 10 years in management, policy and communications consulting in Canada and 

the United States, advising clients across a wide range of sectors, including energy, transportation, 

telecommunications, and healthcare. 

Pelino holds a B.A. and an L.Lb., both from the University of Toronto.  

Currently, Pelino serves as the Vice Chair of the Board of the Association of Power Producers of Ontario. 
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Brent Walker 

Brent Walker is the co-founder and President of MPA.   In this role he is responsible for transaction origination and 

execution, financial advisory and capital raising activities across a wide spectrum of industry and client segments, 

including energy, technology, government and quasi-government entities and a variety of other commercial sectors.   

Utility clients have included BC Hydro, Altagas Utilities, Crown Investments Corporation, Hydro One, Market 

Surveillance Administrator of Alberta, the Nova Scotia Utilities Review Board, the Ontario Ministry of Energy and 

many others.  

Prior to co-founding MPA, Brent spent over 10 years in the investment banking and financial industry.  From 1996 to 

2004, he was a managing director in Scotia Capital’s mergers and acquisitions department, where he was the most 

senior M&A banker in a number of sectors including power and infrastructure, pipelines, energy midstream and real 

estate. During this period, he worked on the sale of the Province of Nova Scotia’s interest in Nova Scotia Resources 

Limited, the acquisition of Aquila by Fortis, the proposed privatization of NALCOR and Enmax, and many other utility 

assignments. 

Brent started his investment banking career at Lancaster Financial, Canada’s foremost independent M&A boutique 

which was acquired by TD Bank in 1994.   

Brent holds a B.Sc. from Dalhousie University and an MBA from McMaster University.  
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Sandy Mackay 

Sandy Mackay is a Managing Director at MPA.  Sandy has been with the firm for more than four years, and has 

nearly 20 years of M&A experience in investment banking and corporate development.  In his role at MPA, Sandy is 

responsible for origination and transaction execution across all service areas, including M&A, fairness 

opinions/valuations, financial advisory, and capital raising assignments. 

The foundation of Sandy’s investment banking career was established in his six years as an Associate/Analyst at 

Blair Franklin Capital Partners in Toronto (January 2007-January 2013).  In this role supporting the partners of the 

firm, Sandy gained significant transaction execution experience in buy and sell-side M&A, fairness opinions and 

valuations (including significant 61-101 experience), and project finance advisory mandates.  Sandy had a particular 

focus on assignments in power and utilities at Blair Franklin.   

After his time at Blair Franklin (and prior to joining MPA), Sandy held senior corporate development roles.  At 

Peerage Capital (a Toronto-based family office) Sandy led the execution of a roll-up strategy in the real estate 

brokerage industry, completing six acquisitions in his time at Peerage (2018-2021).  From 2017-2018, Sandy was 

Vice President of Corporate Development at GFL Environmental (a dual-listed waste management company) where 

he was responsible for M&A execution.  From 2013-2016, Sandy was Director, Corporate Finance at Progressive 

Waste Solutions where he was responsible for M&A and corporate finance matters; Progressive Waste was sold to 

Waste Connections in 2016 for over $2 billion. 

Sandy holds a Master of Financial Economics degree from the University of Toronto, and a Bachelor of Arts 

(Honours) in Applied Economics from Queen’s University.  Sandy is the Founder and Board Chair of the Master of 

Financial Economics Alumni Association.. 
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Stephen Gibson 

Stephen Gibson is an Associate at MPA, and has been with the firm for more than three years. He is responsible for 

execution of a wide variety of mandates, including mergers & acquisitions, capital raising, and strategic advisory 

assignments such as fairness opinions. He is a key member of both the Energy Transition & Utilities Practice, and in 

First Nations advisory assignments. 

Prior to joining MPA, Stephen served an internship at the Private Equity firm Huntstone Capital.  

Stephen holds a Bachelor of Commerce from the Smith School of Business, at Queen’s University. 
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Appendix E – Statement of Qualifications & CV of Pelino Colaiacovo 
 
Pelino Colaiacovo – Statement of Qualifications 
 
Pelino Colaiacovo has been a Managing Director at MPA Morrison Park Advisors Inc. since 2005. As Head of the 
Energy Transition & Utilities Practice, he focuses on the utility, electricity and infrastructure sectors, as well as Crown 
Corporations and green technology more broadly. He advises corporate, government, First Nation and not-for-profit 
clients on mergers and acquisitions transactions, the raising of new capital, the valuation of corporations and major 
assets, and the financial fairness of proposed transactions or initiatives to various stakeholders. As part of this work, 
he has built hundreds of financial models and analyzed the financial impacts and sensitivities of scenarios too 
numerous to count. He tracks the view of the capital markets on initiatives and developments in the utilities, power 
and infrastructure sectors, and provides advice and assistance to clients that must interact with the capital markets. 
He regularly speaks at and participates in conferences, roundtables and industry associations with respect to energy 
policy development, and the likely financial impact on utility companies of new policies, technologies and financial 
developments. He has provided advice to several governments about energy policy. 
 
Before joining MPA, he served as the Chief of Staff to the Ontario Minister of Energy, and was integrally involved in a 
large number of significant reforms to the electricity industry in that province. Prior to that he was a consultant to a 
wide variety of domestic and international companies and industry associations on energy and other policy issues.  
 
Pelino appeared before the Manitoba PUB in relation to the 2023/24 & 2024/25 GRA, the 2017/18 & 2018/19 GRA, 
and also in 2014 as part of the NFAT process, when he provided a view on the fairness of the NFAT to Manitoba 
ratepayers, and also commented on the financial viability of Manitoba Hydro’s plan. He has also appeared before the 
Nova Scotia Utilities and Review Board in 2013 on the fairness of the Maritime Link Project to ratepayers in that 
province, was an expert witness to the Muskrat Falls Inquiry, and has provided expert witness evidence to the BC 
Utilities Commission, among many other prior engagements and assignments.  
 
PILC will rely on his expertise in capital markets, electricity planning and policy to comment on the financial and 
intergenerational consequences of Manitoba Hydro’s GRA. 
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Pelino Colaiacovo, Managing Director 
 

Professional Profile 
 
➢ Well-known participant in the Ontario electricity sector 
➢ Deep understanding of the Canadian utilities, energy, infrastructure and greentech sectors 
➢ Over 25 years of experience in investment banking, government, corporate strategy, policy development, 

consulting 
 
 

Professional Experience 
 
August 2005 – Present   Managing Director, MPA Morrison Park Advisors Inc. 
 

• MPA is an employee-owned independent investment bank focusing on mergers & acquisitions, capital 
raising, and other strategic advisory services to public and private companies, as well as governments, 
crown corporations, regulators and not-for-profit enterprises (note that MPA’s name pre-2007 was 
Energy Fundamentals Group) 

• As Managing Director and Shareholder, responsibilities include marketing, client origination, transaction 
analysis, senior counsel, and transaction execution 

 
October 2003 – August 2005  Chief of Staff, Office of the Ontario Minister of Energy 
 

• Most senior advisor to the Minister 

• Managed Minister’s staff of 12 
 
July 1993 – October 2003   Various Positions, GPC International 
 

• Consulting firm providing policy analysis, government relations, public affairs, public relations, corporate 
communications and management consulting services  

• Positions held in Toronto, Ottawa and Washington DC 

• Progress from junior consultant to Vice President and Practice Leader 

• As Practice Leader, managed both a permanent team, as well as flexible multidisciplinary teams for 
individual client campaigns 

 
 

Education 
 
1993 Bachelor of Laws, University of Toronto 
 

1990 Honours Bachelor of Arts, University of Toronto (International Relations and Economics) 
 
 
Industry Involvement 
 
Vice Chair of the Board, Association of Power Producers of Ontario    
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Detailed Experience 
 
August 2005 – Present   Managing Director, MPA Morrison Park Advisors Inc. 
 

• Focus on utility and energy sector clients, and on infrastructure projects, crown corporations, and 
cleantech (MPA also covers mining, technology, real estate and public company M&A) 

• Expert Witness before the BC Utilities Commission with respect to the cost of debt for small utilities 

• Expert Witness before the BC Ferries Commission with respect to the cost of capital for BC Ferries 

• Expert Witness before the Muskrat Falls Inquiry with respect to the financial reasonableness of the 
decision to proceed with the ill-fated Muskrat Falls project 

• Expert Witness before the Manitoba Public Utilities Board on the Manitoba Hydro General Rate 
Application for 2017/18 and 2018/19, and the 2023/24 & 2024/25 GRA 

• Expert Witness and consultant to the Nova Scotia Public Utilities Board on the Interim Cost Assessment 
for the Maritime Link 

• Advisor to the Alberta Electric System Operator: Cost of capital parameters appropriate for the Cost of 
New Entry into the proposed Alberta Capacity Market 

• Advisor to the Alberta Electric System Operator: Capital Markets and Contract Term Length in the 
Context of a Capacity Market 

• Advisor to the Alberta Electric System Operator: Capital market consequences of transition to Coal Exit 
and Capacity Market 

• Expert Witness for and consultant to the Public Utilities Board of Manitoba: Commercial valuation of 
Manitoba Hydro’s multi-billion dollar plan to build new hydroelectric facilities and export-focused 
transmission lines 

• Expert Witness for and consultant to the Nova Scotia Public Utilities Board: Commercial valuation of the 
proposed Maritime Link interprovincial electricity transmission line 

• Report to the Market Surveillance Administrator of Alberta on the commercial viability of new electricity 
generation facilities in the Alberta competitive electricity market 

• Advisor to British Columbia Transmission Co (now part of BC Hydro) with respect to proposed new 
transmission lines to the United States and Alberta 

• Financial Advisor to CarbonFree and CC&L with respect to the sale of BrightRoof Solar 

• Financial Advisor to PowerStream in its merger with Horizon Utilities, Enersource and Hydro One 
Brampton to create Alectra Utilities 

• Financial Advisor to the City of Toronto with respect to the sale of the City’s minority interest in Enwave 

• Financial Advisor to the City of Toronto with respect to the proposed financing for and development of 
the Tower Renewal energy conservation program 

• Numerous assignments as financial advisor to electricity distribution companies with respect to financial 
valuations, strategic reviews and mergers & acquisition opportunities (e.g., Milton Hydro, Oshawa PUC, 
Woodstock Hydro, Enwin Utilities, Oakville Hydro, Hydro One) 

• Numerous assignments as financial advisor to buyers and sellers of renewable energy generation 
assets (wind, solar and hydroelectric) and district energy facilities 

• Numerous assignments as financial advisor to project developers raising capital for new energy and 
infrastructure projects, and/or bidding into competitive procurement processes 

• Energy policy and strategy advisor to the Ontario Energy Association 

• Typically, clients are Boards of Directors of public companies, or senior management of private 
companies or government entities 

• Numerous presentations before City Councils, utility regulators, and other public bodies 

• Speeches and appearances at energy conferences and roundtables, guest lectures at university 
courses on energy policy and utility regulation, expert opinion resource for media 
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October 2003 – August 2005  Chief of Staff, Office of the Ontario Minister of Energy 
 

• Principal political and policy advisor to the Minister 

• Primary liaison with the Office of the Premier and with the public service 

• Managed Minister’s staff of 12 

• Final decision-maker for the Minister’s public communication and stakeholder interaction 

• Key accomplishments included: 
- Restructuring of the Ontario electricity sector through the passage of Bills 11  

and 100 
- Development of a detailed plan to retire Ontario’s coal-fired electricity generation fleet 
- Development of a smart metering strategy for Ontario 
- Creation of the Ontario Power Authority, selection of Board, appointment of CEO 
- New Board and senior management for Ontario Power Generation, new Board for the 

Independent Electricity System Operator 
- Review and approval of proposed refurbishment of Pickering A 1 nuclear unit 
- Negotiation of Bruce A nuclear refurbishment 
- Successful Requests For Proposals for new renewable energy facilities, and new gas-fired 

electricity generation plants 
 
July 1993 – October 2003   Various Positions, GPC International 
 

• Vice President and Corporate Practice Group Leader, Toronto 

• Vice President responsible for integration of acquired offices in the United States, including Boston and 
Washington DC 

• Senior Consultant, Ottawa 

• Consultant, Toronto 

• Focus on regulated sectors of the economy, including energy, transportation, media, healthcare and 
finance 

• Leader of multi-disciplinary public affairs projects including policy development, government relations, 
media relations, stakeholder communications and polling 

• Management consultant for large national and multi-national corporations with respect to public affairs  
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Appendix F – MPA Duties 
 
 
The following duties were assigned to Morrison Park Advisors in the Manitoba Hydro 2026 to 2028 General Rate 
Application. 

The Public Interest Law Centre on behalf of the Consumers Coalition retained the services of Morrison Park Advisors 
to assist with their participation in the Public Utilities Board review of Manitoba Hydro's Application on issues related 
to Manitoba Hydro’s justification for its proposed rate changes, including on the basis of the corporation’s assertions 
of financial strength, anticipated investment in capital assets, and financial risk mitigation. 

In relation to these subjects, MPA was tasked with providing: 

- Draft First Round Information Requests; 
- Draft Second Round Information Requests following review of Manitoba Hydro’s responses to First Round 

Information Requests; 
- Preparation of a case theory memo identifying and explaining your views on priority issues within your areas 

of focus for the Consumers Coalition; 
- Preparation of independent expert evidence and appearance at the hearing as an independent expert 

witness; and 
- Support for legal counsel and our clients in preparing for and participating in the hearing, including through 

participation in briefing meetings and preparation of briefing notes upon request. 

Morrison Park Advisors' retainer letter includes that they are to provide evidence that: 

- is fair, objective and non-partisan; 
- is related only to matters that are within their area of expertise; and 
- to provide such additional assistance as the Public Utilities Board may reasonably require to determine an 

issue.  

 
 
 
 


