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AFFORDABILITY IS TOP OF MIND FOR CAPTIVE
RESIDENTIAL RATEPAYERS

e Crown Monopoly seeks 10.9% cumulative rate increase that will generate $223
million in additional annualized revenue.'
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RATES MUST BE JUST AND REASONABLE

e PUB’s role is to “protect the public interest by balancing the interests of
ratepayers against the financial health of the regulated utility”*

e Captive ratepayers rely on the PUB to make independent decisions based on
evidence and sound judgement

e Five core elements of the ratemaking analysis of the PUB:
|. Ensuring MH’s forecasts are reasonably reliable
2. Ensuring actual and projected costs incurred are necessary and prudent

3. Assessing the reasonable revenue needs of the Crown Monopoly in the
context of the overall general health of MH

4. Determining an appropriate allocation of costs between classes

5. Setting just and reasonable rates in accordance with statutory
objectives®

e Ratemaking should be an iterative and balanced listening exercise

* Consumers’ Association of Canada (Man.) Inc. et al. v. Manitoba Hydro, Electric Board, 2005 MBCA 55 at para 65
* PUB Order 101/23, p. 23; Order 5/12, p. 27
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ENERGY POVERTY IS AN IMPORTANT CONSIDERATION IN
THE RATE SETTING FRAMEWORK

e Manitoba Hydro’s ratemaking principles “also includes an express goal of
affordability. In the context of energy poverty, the Board shares this

goal.”

e 22,082 households (4.3%) in Manitoba face energy burdens exceeding 10% of
income’

¢ Indigenous households, particularly First Nations on-reserve, face the highest
burdens — 38.4% of on-reserve households exceed the 10% burden threshold®

e Given changes to The Manitoba Hydro Act, what are the PUB’s tools to accord
weight to energy poverty issues!?

¢ PUB Order 101/23, p. 25, emphasis added
7 MFR 74 — Attachment |, reference table 8.09
8 MFR 74 — Attachment |, reference table 8.09
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PROXIES AND PLACEHOLDERS CAST A PALL OF
UNCERTAINTY OVER MANITOBA HYDRO’S FORECASTS

e The Proxy Capital Plan depends on a “work in progress” IRP that is not
finished, not public, not approved’ and highly suspect:

o “...the Proxy Dispatchable Capacity Resource and HVDC Reliability projects have
not yet received approval. The projects represent future needs and the
associated capital expenditures remain uncertain and have a high degree
of variability due to their high-level scopes of work, the complexity and uniqueness
in the electric utility industry, and both the local and global energy needs.”"°

e Promised IRP Round 2 engagement (fall 2025) yet to occur, and target
completion “by Q3”'' 2025/26 appears unlikely

e Revised EM Efficiency Plan missing in action since 2023

e $11.7 billion in capital project placeholders in MH25 — in early stages of
development and lacking investment justifications and business cases'?

> CC-15, pp 7 & 28

' COALITION/MH 1-62(a) (emphasis added)

'' Manitoba Hydro 2026-28 GRA, Appendix 6.2, p. 8.
2CC23,p.7
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CRYING UNCLE ON OPERATING EXPENSES

e Dizzying changes in Crown Monopoly leadership over last decade
e Another GRA, another alleged “strategic plan”, another CEO
o Strategy 2040 relegated to the Dustbins of History, but its expensive legacy remains
e $500M jump in operating expenses over the 3-year test period and a $4.2 billion increase
over the previous forecast'
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THE NEVER ENDING JOURNEY TO COMPETENT CAPITAL
ASSET MANAGEMENT

e $10.4 billion increase from CEF22 and CEF 25 in capital expenditures between
2026 to 2042 driven by:

o $6.8 billion increase in the HVYDC Reliability Project placeholder,
o $1.9 billion increase in the Proxy Dispatchable Capacity Resource

o $1.6 billion increase in total BOC."

e MH practices “reliability doomsday scrolling” while its electrical system
continues to outperform Canadian peers in key reliability indices, with
no material decline in performance when excluding uncontrollable major

15
events

4 CC-23, p. 48
's CC-13, pp. 10, 28-29
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THE NEVER ENDING JOURNEY TO COMPETENT CAPITAL
ASSET MANAGEMENT

To achieve our SAMP vision and “enable the optimization of cost, risk, and
performance”, a competent asset management system (associated with a maturity
level of 3) is required.'®

e Significant risk of misallocating substantial capital away from developing
a diversified portfolio of projects that would provide better ratepayer value
through a more balanced long-term risk management approach across all
Manitoba Hydro business divisions'’

e AMCL,'® Midgard and Hydro’s own information response concessions make it
clear that MH has not reached capital asset management competence
despite longstanding urging of the PUB dating back to 2008'"

'¢ Manitoba Hydro 2026-28 GRA, Tab 6.2, p. 10.

7. CC-13, p. 77

'8 CC-23, P 26

' PUB Order 116/08, p. 101; PUB Order 59/18, pp.. | 12-113; PUB Order 101/23, pp. 101-103; PUB Order 5/12, p. 105; PUB Order 73/15, p. 68; PUB
Order 59/16, p. 31; PUB Order 59/18, pp. | 11-112; PUB Order 90/18, pp. 28-31; PUB Order 101/23, pp. 93 — 102

8
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BALANCE AND INTERGENERATIONAL EQUITY AS THE KEY
TO FINANCIAL HEALTH

e The independent experts of the Consumer Coalition recommend a balanced,
analysis driven response to uncertainty and recent low water years that:

o Focuses on the test years and the medium term
o Incents MB Hydro to exercise prudent and responsible management®

o Sends a signal to the Financial Markets that the PUB will continue to
balance ratepayer and monopoly health

e Hydro avoids hard choices and seeks comfort in three cumulative rate
increases from captive ratepayers as part of a wishful 20 year plan to achieve its
target debt/equity level:

o “[Hydro’s] argument is always set in the context of a 20-year financial projection,
which includes many, many assumptions about the future, including untested and
unapproved long-term capital plans.””'

2 pUB Order 101/23, p. 103; PUB Order 9/22, pp. 29, 31, 33-34
2 CC-15,p 3




Exhibit CC-29

HYDRO TAKING THE EASY WAY OUT IN COST OF SERVICE
AND RATE DESIGN

e Under the guise of “affordability” Manitoba Hydro has failed to meaningfully
apply its own rate objectives in proposing across-the-board rate increases

e The Consumers Coalition will provide a principled evidentiary pathway to just
and reasonable rates relying on:

o Continued achievement of steady progress toward the Zone of
Reasonableness (ZOR) for all customer classes

o PUB findings on reasonable timelines to achieve ZOR which dismiss
expressions of newfound urgency

o Principled interpretation of RCCs, considering material changes in
Manitoba Hydro’s financial circumstances and significant proposed
investments

o Informed understandings of persistent affordability barriers faced by
Manitoba Hydro’s residential customers
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THE WIDENING GAP: RENEWED APPROACH TO ENERGY
POVERTY ESSENTIAL FOR EQUITY OVER THE LONG TERM

“... energy poverty has become more concentrated among the most vulnerable

[...]"*

“Manitoba Hydro has not conducted or commissioned any formal evaluations
measuring the long-term effectiveness of its affordability programs.””

e Despite longstanding direction from the PUB and pressure from Interveners
and customers, Manitoba Hydro remains a laggard in its support for customers

struggling to pay their bills**

e A renewed approach to measuring and addressing energy poverty in Manitoba
is sorely needed and Manitoba Hydro has a role to play

2 MH-25-4, p 10
2 COALITION/MH 1-192¢
% CC-20,p 4.
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CREDIBILITY AND THE CONSUMERS COALITION TEAM

e Consumers Coalition Experts:

o Bring a vast array of experience including supporting independent
regulators across Canada, working within or with major public utilities
such as Manitoba Hydro, conducting leading edge research and, just as
importantly, listening to consumers

o Share their independent (often plain spoken) expertise rather than pre-
ordained tag lines and talking points

o Place heavy reliance on prior PUB guidance

e The Consumers Coalition appreciates the commitment of the PUB to listening
to stakeholders and to the public

THANK YOU!



