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OVERVIEW: UNCERTAINTY, IMPRUDENCE AND IMBALANCE
IN MANITOBA HYDRO’S 2026-2028 GRA
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SETTING RATES BASED ON WHAT WE KNOW, RATHER
THAN THE STORY MANITOBA HYDRO WANTS TO TELL

« Manitoba Hydro claims no viable alternatives to 3 x 3.5% increases. But their request is
predicated on:

o A bias toward Hydro comfort rather than regulatory reality;
o Unreasonable escalation in O&A costs;
o No effort to reduce spending in response to drought;

o Preferred development plan (Proxy Development Plan) in the absence of an IRP and
Major New Facilities review; and

o Still-nascent Asset Management and capital planning processes, including highly
uncertain preliminary estimates for very expensive projects.

« The PUB should not be distracted by Hydro’s doomsday claims and assertions that there
are no alternatives to their plans.

« Hydro has not made the case that its forecasts are reliable and that it is acting prudently
and reasonably. The PUB has options.

« Recognizing that ratepayers ultimately pay the price, rates should be set on what we
know rather than what Manitoba Hydro would like us to believe, which is grounded in
imprudent cost escalations and significant uncertainty in projections, which may still
change materially.
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MANITOBA HYDRO’S STORY VERSUS REALITY

Rates for 2026-28 should anticipate
significant capital spending in Hydro’s
Proxy Development Plan and respond to
ongoing drought circumstances.

Capacity resource need date now delayed due to 200MW seasonal diversity exchanges.!

Energy and capacity need dates and Manitoba Hydro’s Proxy Development Plan have not yet
been tested in an IRP, which is anticipated to examine assumptions and multiple
scenarios/options to meet need. There is little current or historical basis to have confidence in
Manitoba Hydro’s competence in Integrated Resource Planning.

Lack of any changes to O&A and BOC expenditures in response to drought.

Rates must be set with no changes to
Manitoba Hydro’s projected Business
Operations Capital (“BOC”) costs.

HVDC reliability project estimate remains highly uncertain (Class 10) and exploring other
options may remove some urgency.

Manitoba Hydro is far from mature in its Asset Management and capital planning processes.
Claims of urgency in the pacing of BOC expenditures are at odds with the evidence.

Manitoba Hydro has done all it can to
reduce O&A costs.

Rate path change from 2% in last GRA
to 3.5% (1.5% increase) in current GRA
needed to maintain reliable service.

47.5% actual escalation in O&A costs from 2020 to 2025, 106% projected escalation in O&A
costs from 2020 to 2035. No details underpinning Manitoba Hydro’s O&A forecast, no benefits
from improvements in productivity/processes included in forecast.2 CPl increase of 18% from
2020 to 2025, CPI projected to increase by 46% between 2020 to 2035.3

The 1.5% increase in the rate path would only cover the $4.2 billion increase in projected O&A
costs in the latest MH long-term projection.

Manitoba Hydro’s financial health may
impact the cost and/or availability of
debt.

To date, Manitoba Hydro has not faced challenges in availability or cost of debt: no obvious
relationship between the credit spread and the increase in Manitoba Hydro debt* and Manitoba
Hydro secured 3 |-year debt placement in November 2025 that “went very well.”’s

' Based on GRA Load Forecast, Appendix 4.3, and Exhibit MEED-10 at page 27, need date is 2033/34. MH-46 Response to Undertaking 20, Figure 6
indicates 2034/35 taking into account non-thermal IRP resources.

2 Darren Rainkie Presentation, Exhibit CC-32, pages 27, 31.

3 Darren Rainkie Presentation, Exhibit CC-32, page 27.

* Morrison Park Advisors Report, Exhibit CC-15, page 18.

5 Epp, November 25, 2025, page |542-1545.
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THE PUB NEED NOT BE “BACKED INTO A CORNER”

« Despite its failure to respond to drought, Manitoba Hydro presents a false “either or”
choice between ambitious spending targets and claims of operational/financial ruin.

- Rejecting the hyperbole in favour of the evidence: record demonstrates that
options remain open to regulator to better balance the interests of ratepayers with the

general health of the corporation.
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A NOTE ABOUT “ENTITLEMENT”

e Acknowledging the hard work of Manitoba Hydro employees, Manitoba Hydro testimony
displays a fundamental misunderstanding of the purpose of regulation:

“MR. BOB PETERS: And Mr. Bowen has Manitoba Hydro taken any steps to reduce business operations, capital
expenditures since it determined it was experiencing a drought. (BRIEF PAUSE)

MR. DAVE BOWEN: Mr. Peters, | was just consulting my colleagues. So, our — Mr. Danroth answered this question
yesterday, and | think his answer was clear. | don't have it verbatim, the transcripts at my fingertips, but | think the
answer is clear is that we're not changing our plan.”

“MR. SVEN HOMBACH: So, based on the 3.5 percent rate path and just the three (3) input factors that went into
the uncertainty analysis, the retained earnings are adequate to deal with the worst case road (sic) scenario.

MR. GREG EPP: Yes, but in order to go from 3.4 billion to let's call it 500 million of retained earnings, that is
consistent financial losses each and every year, and you've got a lot of problems, right? So, yes, the retain
earnings is positive, but we don't want to go down that path, right? That's not where we want to be.

Again, we want to set the bar higher than that.”’

e The regulatory process concerns both the interests of Manitoba Hydro and its
customers, and the intended outcome is balance.

¢ Peters, Bowen, November 18, 2025, pages 592-593.
" Hombach, Epp, November 25, 2025, pages 1480-1481.
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MANITOBA HYDRO AVOIDS HARD CHOICES EVEN IN THE
CONTEXT OF DROUGHT

e Even in the context of ongoing drought conditions, Hydro avoids hard choices and seeks
comfort in three cumulative rate increases from captive ratepayers as part of a wishful 20-year
plan to make substantial progress to achieve its target debt/equity level, with no direct link to
ensuring access to financial markets in the short-term.

“[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.”

¢ In the face of on-going drought, Manitoba Hydro proceeded to add $4.2 billion of O&A and
$1.7 billion of BOC (total $5.9 billion additional spending) into a financial outlook already
strained by placeholder major capital spending.’

e This is neither sound fiscal stewardship nor evidence of efficient prudent
expenditures on behalf of Manitobans.'

“It's not good enough to say ratepayers are going to compensate for all risk by paying higher rates, by
investing more in the Utility, by creating debt room over time. The Ultility itself has to respond to challenging
conditions. That should be an assumption and it should be a requirement. So, when in a period of shortfall,
some hard choices are required.”"’

& Morrison Park Advisors Report, Exhibit CC-15, page 3.

? Darren Rainkie presentation, Exhibit CC-32, page 22.

'® As per its most recent mandate letter, Manitoba Hydro must demonstrate sound fiscal stewardship on behalf of Manitobans: Mandate letter,
https://manitoba.ca/asset_library/en/executivecouncil/mandate/hydro_mandate letter 2023.pdf.

"' Colaiacovo, December 4, 2025, page 291 1.



https://manitoba.ca/asset_library/en/executivecouncil/mandate/hydro_mandate_letter_2023.pdf
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STRONG REGULATORY SIGNAL NECESSARY TO CORRECT
COURSE ON BEHALF OF RATEPAYERS

e On behalf of ratepayers and as a proxy for market pressures which Hydro would feel in a
competitive marketplace, the PUB can send a strong efficiency signal to Manitoba Hydro,
grounded in already established decision-making framework since at least Order 59/18,
that it must control its costs and come back with reliable forecasts and projections,
grounded in analysis of options.

“And — and so, while | think the PUB should be speaking loudly through its rate decision, about the
seriousness with which it's taking droughts and the ongoing challenges to the finances of Manitoba
Hydro, | — | believe the PUB should send that message using the main tool it has which is rates. | think
Manitoba Hydro should also be instructed to take this seriously and to think very carefully about what it
can do in an — an environment which is challenging on a go-forward basis.”'?

¢ In the absence of PUB signalling, the trend in increasing costs forecast over forecast is
likely to continue and escalate further — failure to send this regulatory signal likely to be
interpreted by the monopoly as PUB acceptance of its approach in the past test years and
into the future, effectively enabling inadequate management response.

e The PUB can help Manitoba Hydro weather the storm of low water conditions, the
energy transition, the IRP and its continuing journey to competency in asset management
by staying the course, grounded in already established directives and tools.

12 Colaiacovo, December 4, 2025, page 2837.
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TOOLS TO RESPOND TO THE REALITY

e The Consumers Coalition has brought in outstanding experts whose collective advice
provides room and the tools necessary to respond to the reality (what we know) but
reject Hydro’s narrative, grounded in unreliable forecasts and lack of alternatives, and
send a message of responsibility and efficiency to Manitoba Hydro.

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; and"

o Sends a signal to the financial markets that action is being taken to respond to
ongoing low water conditions, while continuing to balance ratepayer and monopoly
health.

'* PUB Order 101/23, page 103; PUB Order 9/22, pages 29, 31, 33-34
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THREE-FOLD APPROACH TO BALANCING THE INTERESTS
OF RATEPAYERS IN EFFICIENCY AND AFFORDABILITY
WITH THE FINANCIAL HEALTH OF THE CORPORATION

|. Strongest PUB tool to ensure affordability for all Manitobans is lowest possible overall
rate increase that:

o Addresses Manitoba Hydro’s financial health in the short and medium term;
o Reflects appropriate caution due to significant long-term uncertainty; and
o Sends a strong efficiency signal to Manitoba Hydro that:

* Drought requires management action alongside other tools, and

" Prudent fiscal stewardship demands more effective long-term cost controls on
behalf of Manitoba ratepayers.

2. Across-the-board rate increase, recognizing impact of cumulative rate increases on
residential customers and ongoing progress toward ZOR.

3. Recommendations to the Government of Manitoba, Manitoba Hydro and Efficiency
Manitoba for an integrated and systematic approach to addressing energy poverty by
consistently defining the problem, tracking and measuring the effect of existing efforts to
address energy poverty and identifying policy gaps.
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CONSUMERS COALITION RATE RECOMMENDATION

e The Consumers Coalition recommends the PUB approve across-the-board rate increases
of 2.25% in each of 2026, 2027 and 2028, which recognize:

o O&A spending that meets short-term commitments but curtails the utility’s
unsustainable long-term projections;

o $230M reduction in rate period capital spending (equivalent to 10% of BOC) to
balance immaturity of Asset Management processes and plans for certain key
projects against need for justified and prudent near-term investment;

o Challenges in setting rates to begin rate-smoothing for future development plans
that are not finalized, have not been tested in an IRP process and are not approved;

o The impact of rate increases on ratepayers;

o That ratepayers have paid for the likely event of drought through retained earnings,
which will be re-built over time; and

o Maintains consistent financial metrics as 3.5% rate path through more prudent cost
controls of O&A and BOC (equivalent to at least 1% rate reduction).

e Blends many of the recommendations of Coalition experts to rely on overall revenue
requirement determined by Mr. Rainkie, access to capital markets and inter-generational
equity considerations by Mr. Colaiacovo, guidance on prudent asset management by
Midgard, cost of service considerations by Ms Derksen and strategies to address
persistent energy poverty barriers by Dr. Das.
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OUTLINE

|. The Consumers Coalition: representing the interests of residential ratepayers

2. Context: Affordability, Uncertainty, Drought and Manitoba Hydro’s Onus

3. PUB prior direction provides important insights

4. Forecasts are not reasonably reliable

5. Prudence and necessity of actual and projected costs

6. Reasonable revenue needs in the context of the overall general health of the corporation

7. Appropriate allocation of costs between ratepayers!?

8. Just and reasonable rates in accordance with statutory objectives

9. Energy poverty and bill affordability

|0. Conclusion: efficiency, accountability, the value of regulatory oversight and statutory
reform recommendations
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SECTION I|: THE CONSUMERS COALITION
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THE CONSUMERS COALITION: REPRESENTING THE
INTERESTS OF RESIDENTIAL RATEPAYERS

e Experienced intervener coalition with a reputation for evidence-based interventions.

e The Manitoba Branch of the Consumers’ Association of Canada (CAC
Manitoba):

o Since 1947, volunteer, non-profit independent organization working to inform and
empower consumers.

o Represents all residential ratepayers, while also recognizing disproportionate
impacts of rate increase on ratepayers with acute affordability issues (e.g. persons
with a low-income, newcomers, persons with disabilities).

e Harvest Manitoba:

o Since 1984, non-profit, community-based organization committed to providing food
to people who struggle to feed themselves and their families.

o Works to maximize public awareness of hunger while working towards long-term
solutions to hunger and poverty.
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THE CONSUMERS COALITION: REPRESENTING THE
INTERESTS OF RESIDENTIAL RATEPAYERS

e Aboriginal Council of Winnipeg:
o Since 1994, an Indigenous advocacy organization representing First Nations, Inuit
and Meétis living in Winnipeg.
o Seeks to ensure that Indigenous voices are represented around the tables of
decision-makers, policy-makers and service providers.
e The Manitoba Seniors Equity Action Coalition = new intervener this year:
o Traces its roots to an intensive engagement process in 2022-2023, which invited
interaction with seniors from across Manitoba, including southern, northern, rural
and urban residents from diverse cultural and socio-economic backgrounds.
o Dedicated to promoting quality of life and equity among older adults in Manitoba
through community education, research and advocacy, including ensuring utility
rates are affordable, accessible and accountable.
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TOGETHER, CONSUMERS COALITION FOCUS ON
AFFORDABILITY, EFFICIENCY, TRANSPARENCY AND
ACCOUNTABILITY

Manitoba Hydro operates in a monopoly — customers do not benefit from competitive

pressure in the marketplace which might otherwise apply downward pressure on rates

and incentivize Manitoba Hydro to operate efficiently and control spending.

PUB regulation acts as a proxy to competition — to ensure Manitoba Hydro operates

efficiently and prudently and that rates for electricity include only those costs which

are prudent and necessarily incurred. The PUB acts in the public interest.

On behalf of the residential customer class, the Consumers Coalition aims to

represent the interests of Manitoba Hydro customers:

o Priority on affordability and fair allocation of costs amongst customers...

o Which can only be achieved through demonstrated efficiency, accountability, and
transparency.
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CREDIBILITY AND THE CONSUMERS COALITION EXPERT
TEAM

e Consumers Coalition Experts:

o Bring a vast array and combined decades 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, positions and talking points.

o Talk to each other to bring forward an inter-disciplinary approach to all aspects
of Manitoba Hydro’s rate application.

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, inviting additional perspectives into the rate-setting
process, other than the applicants
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SECTION 2: CONTEXT

AFFORDABILITY, UNCERTAINTY, DROUGHT AND
MANITOBA HYDRO’S ONUS
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AFFORDABILITY AND MANITOBA HYDRO’S SO-CALLED
“SOCIAL PERMISSION”

Manitoba Hydro characterizes its rate ask as reflecting “Manitobans’ desire for
maintaining reliability”."*
The customer surveys that Manitoba Hydro cites undermine its assertions that both price
and reliability are “top of mind for customers and that customers lean towards a
preference for balance between the two”"
Of the two so-called “social permission” questions on the record:
o The 2024 Electricity Canada Survey does not ask customers to assess a
price/reliability trade-off at all'®; and
o The 2025 Customer Values Survey is inconsistent with best practices in social
permission surveying and lacks the context necessary to understand the trade-off
posed.'’
What the surveys do show is that Manitoba Hydro’s residential customers
consistently express higher satisfaction with the reliability of energy than with

price, and rank affordability as their top priority.'®

'* Manitoba Hydro Application, Tab 9, Corporate Overview MFR |, page |.

'> Manitoba Hydro Rebuttal Evidence, Volume 4, page 8.

'® Manitoba Hydro Application, MFR |, page 40; Griffin, Galbraith, December 2, 2025, page 2453.

'7 Griffin, Galbraith, December 2, 2025, pages 2455-2462.

'® Manitoba Hydro Application, MFR |-Attachment I, page 35 & MFR | — Attachment 2, pages 18, 22; COALITION/MH |-65a, Attachment |, page 8.
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3 YEARS OF 3.5% DEEPENS THE GAP: LOW-INCOME
RATEPAYERS INCREASINGLY LEFT BEHIND

e An emphasis on comparatively low rates masks significant inequalities among the
residential class:

“While the total number of energy-burdened household has declined due to a shrinking low-income
population, the proportion of those remaining in poverty who are experiencing high energy burdens
has increased. This suggests that energy poverty has become more concentrated among the most

vulnerable [...]""

“So, yes, there are less who might identify as low income overall in the province of Manitoba, and
this would be good; however - and — and the factors for this could be unknown. But of those who
are low income, for them, their experience appears to be worsening. So, energy poverty has become
more concentrated and more severe among low-income households in Manitoba, which indicates

deepening challenges.””

' Manitoba Hydro Rebuttal Evidence, Volume 4, page 10.
2 Das, December 4, 2025, page 2832.

20
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SIGNIFICANT UNCERTAINTY UNDERPINNING THE
MANITOBA HYDRO GRA

e Despite uncertainty in Manitoba Hydro’s medium-to-long-term forecasts, the utility is
telling the PUB to set rates grounded in a long-term forecast and that there are no
alternatives, flexibility or other options in plans or spending.

e Implicit in this request is an assumption that no meaningful changes will come as a result
of a public review of the IRP — that the PUB and stakeholders have nothing to offer.

e Hydro recognizes potential differences in load forecast and resources required: “So,
somewhere - somewhere between the application and the Proxy Plan today and where — where
the IRP may go and the subsequent reviews we have of it, there'll be differences in load forecast,
differences in resources required to meet that load forecast as well.””'

PUB should reject Hydro’s implicit assumption that no meaningful changes
will come as a result of a public review of the IRP: the PUB has options within
its rate-setting role to better balance the interests of ratepayers with the
financial health of the utility.

2! Fogg, November 24, 2025, page 1350.
21
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HISTORY IS REPEATING ITSELF

In advance of 2014 NFAT, PUB was asked to buy into a Hydro long-term rate path (3.95%): “According to
Manitoba Hydro, the energy future for the Province of Manitoba will require significant annual rate increases to
support new electricity generation, regardless of the generation option selected. Manitoba Hydro’s 3.95% interim
rate request is consistent with the Preferred Development Plan that the Utility is advancing in the ‘Needs For and
Alternatives To’ (NFAT) Review Hearing that is currently before the Board in a separate regulatory proceeding.
Stakeholders and the Board are currently considering the many issues and decisions that will result from that
NFAT Review. The issues and decisions that result from the NFAT Review will have impacts on the rate levels that
are set in future General Rate Applications for Manitoba Hydro. It would be premature to reach any conclusions as
to outcome and rate impacts flowing from the NFAT Review as those matters will be the subject of future General
Rate Applications that Manitoba Hydro must bring before the Board.”*

In the NFAT, the PUB found that “Manitoba Hydro has not justified the need for its Preferred Development
Plan and has not shown it to be superior to alternatives” and “Manitoba Hydro’s business case did not
demonstrate the need for Conawapa and the associated North-South Transmission Upgrade. The risks associated

with the Conawapa Project are unacceptable.”??

Regarding demand-side management: “It was only in the course of the NFAT hearing that it became clear that

significantly higher levels of DSM than originally proposed by Manitoba Hydro were both achievable and economic.

Proper integrated resource planning could have reached that determination years earlier.”**

2 PUB Order 49/14, page 3.
2 PUB NFAT report, pages 34-35, 261.
2 PUB NFAT report, page 34.
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HISTORY IS REPEATING ITSELF

e Once again, Manitoba Hydro is asking the PUB to buy into the monopoly’s rate path
(3.5%) in advance of the 2026 IRP/Development Plan proceeding (essentially another
NFAT).

e Once again, there are substantial grounds for concern with Hydro’s preferred
development plan.

23
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ONGOING DROUGHT CIRCUMSTANCES - SERIOUS
CONCERN, BUT CAUTION FOR PUB NOT TO OVERREACT

e Low water conditions have been prevalent over the recent five years (inclusive of the
current year), with one year experiencing water inflows above the long-term average
resulting in record net income in 2023.” Drought is a serious concern that no one
disputes.

e The question is: what is the appropriate way to deal with it in this GRA?

e To a certain extent, the short-term financial urgency is of Hydro’s own creation: failure to
take action on controllable Business Operations Capital and O&A spending, despite the
last 4 out of 5 low water years.

o “Manitoba Hydro does not appear to be taking any extraordinary actions to address
extraordinary circumstances”?*

e Water storage levels will start out low for 2026/27*” — but no one can predict water
levels for the rest of the year.

e Recent precedents of record net income following significant drought years = importance
of not over-reacting while in the midst of a drought:

o 2004 drought and 5% rate increase, record net income in 2006
o 2022 drought and 3.6% rate increase, record net income in 2023

Z Manitoba Hydro Rebuttal Evidence, Volume 2, page 14
26 Morrison Park Advisors Presentation, Exhibit CC-34, page 24.
7 Gawne, November 24, 2025, page 1394.
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MANITOBA HYDRO’S ONUS

e The onus is on Manitoba Hydro to demonstrate that changes to rates are just and
reasonable, including that forecasts are reasonable and expenses are prudent. *®

e The role of Interveners is to assist the regulator, which includes challenging Manitoba
Hydro’s evidence and, where necessary, identifying where the utility’s plans may be
unreasonable or imprudent.

e The role of regulatory oversight is to determine just and reasonable rates based on the
reasonable revenue needs of the utility.

e [t is then up to the utility to make prudent management decisions within its approved
revenue requirement.

%8 public Utilities Board Act, C.C.S.M. c. P280, s 84(2); PUB Order 59/18, page 6; Dilay, Fogg November 25, 2025, page 1587-1588.
25
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SECTION 3: PRIOR PUB DIRECTION PROVIDES IMPORTANT
AND RELEVANT INSIGHTS

26
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TEST FOR JUST AND REASONABLE RATES

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

o 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:

o Ensuring Manitoba Hydro’s forecasts are reasonably reliable

o Ensuring actual and projected costs incurred are necessary and prudent

o Assessing the reasonable revenue needs of the Crown Monopoly in the context of
the overall general health of Manitoba Hydro

o Determining an appropriate allocation of costs between classes

o Setting just and reasonable rates in accordance with statutory objectives®

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, page 23; Order 5/12, page 27.
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ESTABLISHED RATE-SETTING TOOLS = CONSISTENT
DECISION-MAKING

e The PUB does not have to “re-invent the wheel” in this GRA — it has previously set out
the decision-making framework to deal with many of the contentious issues in this GRA.

e Consistency in rate-setting decisions is expected unless circumstances warrant a
departure:

o “administrative decision makers and reviewing courts alike must be concerned with the
general consistency of administrative decisions. Those affected by administrative decisions
are entitled to expect that like cases will generally be treated alike and that outcomes will
not depend merely on the identity of the individual decision maker — expectations that do
not evaporate simply because the parties are not before a judge.””'

e Consistent decision-making is helpful to Manitoba Hydro, ratepayers and other
stakeholders = stability and predictability.

e Negative inference — Manitoba Hydro’s application is not grounded in past PUB direction.

3! Canada (Minister of Citizenship and Immigration) v Vavilov, 2019 SCC 65, para 130.
28
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PUB ON UNCERTAINTY

“In reaching its rate determination, the Board places more emphasis on Manitoba Hydro’s needs
during the test years than on the utility’s long-term rate projections. With the utility’s current state
of uncertainty, long-term projections can serve as a useful guideline but should not always be
determinative. They do, however, provide a directional view that allows the Board to periodically re-adjust rates
through general rate applications.”*? (emphasis added)

“It is apparent to the Board that with an exclusive focus on the test years, Manitoba Hydro would not require a rate
increase in either 2023/24 or 2024/25. However, the Board continues to endorse a debt-to-capitalization ratio of
75% as a prudent long-term financial target for Manitoba Hydro, and a modest rate increase is justified to achieve a

gradual paydown of the utility’s debt and allow it to make progress towards this target.”>

“However, in the medium to long term, Manitoba Hydro faces significant uncertainty surrounding
electrification, decentralization of the grid, and other matters. (...). Manitoba Hydro’s integrated
resource plan, which considers a range of potential futures, had also not yet been publicly released.
The combination of short-term predictability and long-term uncertainty influenced the Board in its
rate decision, in which the Board placed more emphasis on Manitoba Hydro’s short-term financial
needs and progress towards existing financial targets rather than the utility’s proposed long-term
rate path.”** (emphasis added)

2 PUB Order 101/23, page 52.
3 PUB Order 101/23, page 52.
¥ PUB Order 101/23, pages 73-74, see also page 80.
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DROUGHT AND THE PUPB’S “THREE-LEGGED STOOL”

e The PUB has provided comprehensive direction on how the financial impacts of drought
are to be addressed in many major Manitoba Hydro rate decisions.

30
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TOOL |: ACCUMULATED RETAINED EARNINGS

e Amounts that ratepayers have prepaid above costs through past rates to provide a
financial reserve to draw down in the likely event of drought in a predominately hydraulic
utility.

o “In addition, the Board accepts the evidence of Morrison Park Advisors that
Retained Earnings should be used to manage drought risk in combination with
regulatory action by the Board.””

e Decision framework from Order 101/23 highlights the impact of a 7-year drought as a
metric to use to guide the appropriate level of retained earnings.*

3 PUB Order 59/18, pages 64-65.
3 PUB Order 101/23, pages 53-54.
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TOOL 2: MANITOBA HYDRO MANAGEMENT ACTION

e PUB expectation that Manitoba Hydro will respond to drought using its own tools
through reduction, suspension, prioritization and pacing of O&A expenses and BOC
expenditures.’’

“If another drought should arise during the test years, the Board expects Manitoba Hydro to take
steps to control business operations capital expenditures. (...) With respect to business operations
capital spending, the Board finds that Manitoba Hydro has significant discretion as to how such
spending should be paced and prioritized. As such, it should be one of the key areas in which to

exercise cost control during a drought.”®

“If the drought continues and Manitoba Hydro’s cash flow concerns continue next year, the Board
finds that Manitoba Hydro shall seek savings in its Business Operations Capital, just as it committed
to do at the NFAT proceeding when it explained how it would confront financial liquidity concerns

related to drought.”’

7 PUB Order 9/22, pages 47, 63; PUB Order 101/23, page 103.
8 PUB Order 101/23, page 103.
¥ PUB Order 9/22, page 31, see also pages 33-34 and page 29 citing Manitoba Hydro testimony from the 2014 NFAT.
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TOOL 2: MANITOBA HYDRO MANAGEMENT ACTION

“If the drought continues and Manitoba Hydro’s cash flow concerns continue next year, the Board
finds that Manitoba Hydro shall seek savings in its O&A expenses in order to confront liquidity

concerns related to drought.”*

“Manitoba Hydro should be planning for the drought to continue and it must therefore control its
O&A expenses to address the financial impacts of a continuing drought, although Manitoba Hydro is
to manage these expenses regardless of whether the water conditions recover and the drought

ends.”*’

“When the Board says it is prepared to take regulatory action in combination with the use of
Retained Earnings, it is in effect saying that it will balance its response to the drought using these
two tools. However, the Board expects Manitoba Hydro to use its tools to respond to the financial
effects of the drought, specifically reductions in O&A expenses and Business Operations Capital

expenditures, as described elsewhere in this Order.”*

0 PUB Order 9/22, pages 33-34.
* PUB Order 9/22, pages 34.
2 PUB Order 9/22, page 47.
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TOOL 3: PUB REGULATORY ACTION

e PUB approval of rate increases to assist with the rebuilding of financial reserves over
time:
o “In addition, the Board accepts the evidence of Morrison Park Advisors that Retained
Earnings should be used to manage drought risk in combination with regulatory
action by the Board.””

“ PUB Order 59/18, pages 64-65.
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PUB ON FINANCIAL TARGETS AND ACCESS TO CAPITAL
MARKETS

“Having considered the interests of the Utility’s ratepayers and the financial health of Manitoba Hydro, the Board
finds that a particular equity level target and pace to achieve that target should not determine the rate increases
approved in this GRA. Although the Board finds that the rate increase should not be driven by achievement of a
particular equity level, the Board’s assessment must include consideration of the circumstances of Manitoba

Hydro’s operations.”**

“The Board accepts Morrison Park Advisors’ evidence that debt-to-equity is a questionable metric for a vertically
integrated monopoly Crown utility with a debt guarantee from the provincial government. The equity level target
does not have the prominence suggested by Manitoba Hydro given the context in which the Ultility operates.”*

“While the focus of all parties to the hearing was on Manitoba Hydro’s debt-to capitalization targets, the Board, in
reaching a determination on the overall rate increase to be approved, also took into consideration Manitoba

Hydro’s other financial targets.”*

“The Board directs Manitoba Hydro to continue to include all of the utility’s existing financial targets in future
financial forecasts provided to the Board, as those targets provide valuable guideposts when assessing the impact
of different rate scenarios.”*’

* PUB Order 59/18, pages 61-62; confirmed in PUB Order 69/19, pages 28-29.
* PUB Order 59/18, page 63.

“ PUB Order 101/23, page 53.

4 PUB Order 101/23, page 54.
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PUB ON BUSINESS OPERATIONS CAPITAL

“Manitoba Hydro must continue to develop asset condition assessments for all of its major asset
classes so that it has the necessary data to make prudent spending decisions within its asset
management framework.”*

“More mature asset management processes, including a more complete set of asset condition
assessments, are required so that Manitoba Hydro is in a position to objectively prioritize and

optimize its spending across business units based on a common definition of risk.”*

“Those cost pressures mean that Manitoba Hydro can no longer continue to fund Business
Operations Capital at its historic levels unless and until it can demonstrate through mature asset
management processes that those investments are necessary.”’

*8 PUB Order 59/18, page | 12.
* PUB Order 59/18, page 112.
3 PUB Order 59/18, page |13.
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PUB ON COST OF SERVICE AND ENERGY POVERTY

“The Board remains deeply concerned about energy poverty finding little progress made since 2017/18 GRA
to help poorest customers with energy bills being a heavy burden™'

“While Government went further than recommendation reducing both water rental fees and debt guarantee
by 50%, there continues to be a lack of targeted energy poverty measures’*

“In absence of a meaningful energy poverty program, it may be impossible to endorse a level of rate
differentiation to move classes into ZOR at a satisfactory pace. While rate stability applies to all classes, the
Board places increased weight on that criterion when personal health and safety of customers is at stake, as
opposed to mere economic considerations.”*

“Board approved MH’s attenuated rate differentiation proposal only because overall rate increase approved is
less than 2.0% applied for by MH. The Board would not have approved MH’s rate differentiation proposal if it
had resulted in a 2.4% rate increase for the Residential class as proposed by MH”>*

“Depending on overall rate increase approved in future GRAs, the Board may not be prepared to maintain
current pace of rate differentiation absent an energy poverty program.”>

' PUB Order 101/23, page 196.
32 PUB Order 101/23, page 196.
33 PUB Order 101/23, page 198.
** PUB Order 101/23, page 199.
33 PUB Order 101/23, page 199.
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SECTION 4: MANITOBA HYDRO’S FORECASTS ARE NOT
REASONABLY RELIABLE
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SIGNIFICANT UNCERTAINTY UNDERLYING MANITOBA
HYDRO’S PROJECTIONS IN 2026-2028 GRA

e Manitoba Hydro has taken a long-term view when proposing rate increases in its rate
application, including targeting a 21% equity ratio by the end of the projection period of
2045

e But the significant uncertainty makes Manitoba Hydro’s forecasts unreliable for rate-

setting purposes.

3¢ Coalition/MH 1-19; 2026-2028 GRA, Tab 2, pages 10-11: “holding the debt ratio steady at approximately 84% for the first decade of the forecast
(2025/26 to 2034/35), with gradual improvement of Manitoba Hydro’s debt ratio and overall financial health thereafter.”; Darren Rainkie report, Exhibit

CC-23, page 73.
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IMPLICATIONS FROM THE “MISSING IN ACTION”
INTEGRATED RESOURCE PLAN

e We know new resources will be needed in the future — but the scenarios of “when” and
“what” along with underlying assumptions have not been released, tested in a public
forum or approved by government.

“All this to say, Manitoba Hydro’s calculations of revenue requirement and rate increases in its 20-year financial
forecast are extremely sensitive to the assumptions made in the proxy development plan. Assumptions which have not
been tested as part of the Integrated Resource Plan process and have not been approved by the Minister.”’

“we are expecting the IRP to be reviewed — or to be submitted for review here. There's also been an — a whole major
new facility's review process that's still required to actually formalize the approval of any of these — these new
capacity resources. So, | think | would be cautious to call it a constraint until we've gone through all of those review
processes and approval processes as well.”*

e No updated Efficiency Manitoba plan, unknown status of potential Efficiency Manitoba
legislative changes in response to PUB recommendations and no changes to savings
targets in Efficiency Manitoba Act — PUB previously indicated it would make
recommendations on any changes to savings targets after IRP.*

" Morrison Park Advisors Report, Exhibit CC-15, page 23.
%8 Fogg, November 24, 2025, page 1355.
3 PUB Efficiency Manitoba report, p 168-170.
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SIGNIFICANT UNCERTAINTY IN TIMING AND BUDGETS IN
CAPITAL EXPENDITURE PLAN

e $11.7 billion of capital placeholders — represent 38% of the 20-year long-term capital projection.*

e $7.5 billion of capital placeholders in first decade of project could result in substantial variability in
second decade (sensitivity of 25% increase in Major Capital Projects and 10% increase in BOC = $4.4B
reduction in retained earnings by end of 20-year projection).®'

o Uncertainty: (i) likelihood of something occurring and (ii) amount/magnitude of that something
when and if it does occur.®?

e Government only approves capital plans one year at a time.*’

“Issues related to longer-term “demand side management” and capital expenditures are often the subject of long-
term planning processes outside of rate hearings (such as the Integrated Resource Plan exercise currently underway)
... As a result, to the extent that these longer-term load expectations and capital plans are addressed as part of
short-term rate-setting, the linkage appears to be through their potential impact on financial risk management needs

and presumed rate stability impacts.”**

“As a result, all 20-year financial projections included in the rate application are perforce tentative and subject to

substantial revision, potentially within the year.”®

¢ Darren Rainkie Presentation, Exhibit CC-32, page 17.

¢ Darren Rainkie Presentation, Exhibit CC-32, page 18; Appendix 6.4, page |17; PUB/MH 1-62b.
€2 Rainkie, November 27, 2025, pages 1878-1879.

% PUB/MH 1-66.

¢ Morrison Park Advisors Report, Exhibit CC-15, page 3.

¢ Morisson Park Advisors Report, Exhibit CC-15, page 7.
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LONG-TERM FORECASTS THAT HAVE TOO MANY
QUESTION MARKS

e Manitoba Hydro claims that the PUB has no choice but to approve the applied-for rates:
o Need date for new capacity and resulting necessary investments even in the absence
of an IRP: “But in our head, we have to get a finalized in final form and very, very quickly,
either before Christmas or just after Christmas, because we have to start down the path of
procuring something to meet this need date.”*®
o The need to invest in Bipoles | and Il and Manitoba Hydro’s proposed capital
expenditure plan.
o No control over O&A costs escalation.
e Manitoba Hydro is telling the Board that its vision of the future is what is most likely to
happen and is sufficiently reliable to set rate in the short-term (3 years).
e Ultimately, Manitoba Hydro is asking this Board to set rates for the next 3 years based on
a long-term projection that admits defeat on core management responsibilities and has

too many question marks.

¢ Danroth, November 17, 2025, page 318.
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CAUTION: PUB “BACKED INTO A CORNER” BY MANITOBA
HYDRO’S POLICY FAILURE

e Manitoba Hydro is trying to create a sense of inevitability and to back the PUB into a
corner by claiming there are limited options available to it within its rate-setting role.
o But it is also Manitoba Hydro’s failure to bring forward an IRP for public review on a
timely basis that results in much of this uncertainty.

The Consumers Coalition is very concerned that approval of Manitoba Hydro’s
rate request will be seen as a ringing endorsement of its spending plans, which
are not finalized, not publicly reviewed and not approved.

“I think there is the broader question about whether the Proxy Development Plan that was included in
this Application survives the IRP process. And — and are we going to find six (6) months from now that,
as a result of the IRP, the Proxy Development Plan has been changed in important ways and - and is it
appropriate today to set rates for three (3) years when six (6) months from now they — you know,
they're no longer correct? So, | — | think that there are some concerning issues there.”’

¢ Colaiacovo, December 4, 2025, page 2976.
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MANITOBA HYDRO DOES NOT HAVE ALL THE ANSWERS -
THE VALUE OF STAKEHOLDER ENGAGEMENT AND PUBLIC
REVIEW PROCESSES

e Stakeholder engagement through a public review of IRP will test assumptions and analyze
options/scenarios to meet energy needs: may lead to changes and enhancements to
Manitoba Hydro’s Proxy Development Plan, and therefore its forecasts and projected
costs.*®

e There is nothing in Manitoba’s Hydro’s history over the last 20 years with projects such
as Wuskwatim, Bipole lll or Keeyask to suggest the PUB should have confidence in its
approach to resource planning.

e Manitoba Hydro has not earned ratepayer or regulatory trust.

¢ Dilay, Fogg, November 25, 2025, pages 1663-1668.
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REGULATORY OVERSIGHT: PROTECTING RATEPAYERS

e There is also a reason why an IRP can be referred to the PUB and why all major new
capital projects or export contracts must go to the PUB.

o [t is ultimately ratepayers (as opposed to taxpayers, who pay taxes based on their level of
income) who pay the price of risk and political pressure on Manitoba Hydro.

e The independent regulator is supposed to be there to protect the public interest
(including ratepayers).
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REGULATORY OVERSIGHT: PROTECTING RATEPAYERS

e Despite not having reviewed the IRP, the regulator is now being asked to start setting
rates based on Hydro’s vision of the future (as guided by the government of Manitoba).

“MR. ALLAN DANROTH: So, that's - that's an excellent question. When you approach strategy, we have a very
defined methodology for how we do it, certainly for how I like to do it. So, the — the first thing you do is you
take guidance from your shareholder. And that comes, in this case, our shareholder being the
government, comes in the form of policy, that was the Affordable Energy Plan.”®

“It is important to dwell for a moment on the utility’s objective to export power entrepreneurially to the benefit of
Manitobans, while at the same time not having any shareholders who are responsible for financing such
endeavours and consequently accepting the associated risks. Building power stations for the purpose of exporting
electricity is inherently risky: all construction projects are subject to the dangers of delays and cost overruns that
can permanently damage profitability. When this is coupled with the natural variability of output associated with
hydroelectric facilities, which is the focus of attention for Manitoba Hydro, risk is accentuated. And yet if things go
wrong, the stakeholders who will be immediately and automatically affected — through upward pressure on rates —
will be domestic ratepayers. Manitoba Hydro is a “price-taker” in export markets, having effectively no ability to
influence electricity market prices. The only parties over which Manitoba Hydro has influence are domestic
ratepayers, who are obligated to cover the cost of Manitoba Hydro’s power, regardless of the source of those

costs.”’°

 Danroth, November 17, 2025, page 350.
™ Morrison Park Advisors Report, Exhibit CC-15, page |1.
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POTENTIAL FOR UNTAPPED DEMAND-SIDE MANAGEMENT?

e We have heard from Manitoba Hydro that they work closely with Efficiency Manitoba,”'
but Efficiency Manitoba has not been before the PUB since 2020.

e There is a reason why Efficiency Manitoba is outside of Manitoba Hydro — inherent
conflict of interest for the utility to also provide demand-side management programs.

! Fogg, November 25, 2025, page 1664.
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POTENTIAL FOR UNTAPPED DEMAND-SIDE MANAGEMENT?

In the 2014 NFAT proceeding, the PUB had recommended to government that “it establish a regulated,
independent arm’s-length entity that would be responsible for developing and implementing a plan to meet the

mandated Demand Side Management targets.””?

“During the NFAT Review hearings, the Panel heard that Demand Side Management initiatives were “game
changers.” The Panel learned that Demand Side Management can have a profound impact on the need for, and

timing of, new energy resources.””

“Manitoba Hydro was formerly recognized as a leader in DSM but has since been surpassed by a number of
jurisdictions. The Panel is concerned that the full potential for Demand Side Management will not be realized if the

responsibility for Demand Side Management remains within Manitoba Hydro.””*

“An inherent conflict of interest may exist when a utility that derives income from the power it sells also has the
responsibility of promoting the use of less electricity through energy efficiency programs. If a utility can make more
money from selling electricity than it can if electricity is saved, there can be a disincentive to encouraging customers to
reduce their energy consumption. Reduced consumption means less income, unless the energy can be sold on the

export market at prices that are higher than domestic electricity rates.””

2 PUB NFAT report, page 251.
> PUB NFAT report, page 251.
7 PUB NFAT report, page 251.
> PUB NFAT report, page 89.
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PUB WAITING ON IRP TO MAKE RECOMMENDATIONS ON
EFFICIENCY MANITOBA TARGETS

“The Panel concludes that the establishment of savings targets without the benefit of
being informed through an integrated resource planning (“IRP”’) process is not in the
best interests of Manitoba ratepayers. Subsection | | (5) of the Act states that the Board may
make recommendations to increase or decrease the savings targets if in the public interest; however,
the Panel’s view is that it is unable to define the public interest in this context without the appropriate
level of DSM resources having first been determined through an IRP process. An IRP process with
appropriately identified objectives will identify the optimal amount of DSM resource

2576

which translates into optimal savings targets.”’”° (emphasis added)

7 PUB Efficiency Manitoba report, page |68.
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PUB WAITING ON IRP TO MAKE RECOMMENDATIONS ON
EFFICIENCY MANITOBA TARGETS

“29. The Panel recommends that legislative changes be made in advance of initiation of an IRP process, particularly to
require that Manitoba Hydro and Centra undertake an IRP process and to allow for Efficiency Manitoba’s activities to
include participation in an IRP process. The Panel recommends that the process begin with direction from Government
on energy policy objectives and priorities. Manitoba Hydro and Centra would then be required to lead a review process
before the Public Utilities Board and would propose resource plans and several alternatives. Efficiency Manitoba would
also be required to participate in the review process and assist Manitoba Hydro and Centra in regards to DSM
resource inputs into the plans. The Public Utilities Board would provide a report to Government with recommendations
on the optimal long-term savings targets and mix of resources and the Minister would then approve the savings
targets for Efficiency Manitoba, which Efficiency Manitoba would use in developing its next efficiency plan.””’

“30. The Panel recommends that the treatment of interactive effects in future three-year plans be informed by the
objectives and priorities that form the basis of the integrated resource planning process, and that, if necessary, the
Government consider amendments to the legislation to address the treatment of interactive effects. This

recommendation also applies with respect to electrification.””

7”7 PUB Efficiency Manitoba report, page 169-170.
78 PUB Efficiency Manitoba report, page |70.
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IRP REVIEW MAY LEAD TO CHANGES IN HYDRO’S
DEVELOPMENT PLAN

e W/ithout the IRP, and in light of Manitoba Hydro’s history with respect to demand-side
management, it is unknown if there is untapped demand-side management potential to
meet need:

o A review of the IRP will likely lead to an updated Efficiency Manitoba plan and may
lead to revised energy targets, which could go up or down, and ultimately have an

impact on Manitoba Hydro’s need for/date for other new resources and the Proxy
Development Plan.”

“MR. CHRIS KLASSEN: That the Demand Side Management work of Efficiency Manitoba has an effect
on Manitoba Hydro's load forecasting and long-term planning. MR. ALLAN DANROTH: Yes, it can.”®

7 Dilay, Fogg, November 25, 2025, pages 1663-1668; PUB/MH I-39a-b: Manitoba Hydro has assumed Efficiency Manitoba will meet its currently legislated
targets.

8 Klassen, Danroth, November 17, 2025, page 392.
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RATEPAYERS ULTIMATELY PAY THE PRICE OF POLICY
DELAYS AND FAILURES

e The lack of IRP and the failure to modernize the Efficiency Manitoba Act are
denying Manitobans and the PUB with a review of options and alternatives to
addressing Manitoba’s energy needs into the future. Ratepayers (as opposed
to taxpayers) will pay the price of this policy failure.

“The only parties over which Manitoba Hydro has influence are domestic ratepayers, who are obligated to cover the
cost of Manitoba Hydro’s power, regardless of the source of those costs.”®'

e The IRP is not just a box checking exercise: through the NFAT, history has shown that
Manitoba Hydro’s preferred plan is not always the plan that is in the best interests of
Manitobans — need dates and planned projects can change significantly with real impacts
on rates and ratepayers.

“There's always a risk of — of losing time to make needed decisions, and there's always a risk of making premature
decisions that are not justified after the fact. | mean, it's a risk both ways. It's a — it's a mistake to think that only one
side is a risk and the other one isn't. So, you know, all of these decisions have consequences for ratepayers. All of
these decisions have consequences for businesses and people, and — and there are risks in each direction. So, | — |
believe there's some legitimate concern in making a decision today on the basis of proxy development plan when the
substance of that proxy development plan is in fact the issue that's being addressed in the IRP simultaneously and in

parallel.”®

& Morrison Park Advisors Report, Exhibit CC-15, page | 1.
8 Colaiacovo, December 4, 2025, page 174.
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PUB SHOULD REJECT BEING “BACKED INTO A CORNER” BY
MANITOBA HYDRO

“So, the Board always has options. Don’t let any party to this hearing ever tell you that they don’t.”®

“Essentially, the goal would be to ensure that ratepayers pay for no more than what is reasonably
necessary. Would that be fair? MR. ALASTAIR FOGG: | think that's a fair statement. MS. KATRINE
DILAY: You'll agree that the PUB must exercise judgment in determining the — the reasonable and
prudent levels of a public utility's controllable costs? MR. ALASTAIR FOGG: Yeah. Certainly, | think
there's - there's judgment involved in that assessment. And that's why we have these proceedings, to
have those discussions, because there's different perspectives on what's reasonable.” %

® Rainkie, November 27, 2025, page 1918.
# Dilay, Fogg, November 25, 2025, page 1594-1595.
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EVIDENCE SHOWS PUB HAS ROOM TO MOVE

e The evidence shows that there is more flexibility than Manitoba Hydro portrays — the
PUB can reject being “backed into a corner” and can appropriately reflect uncertainty and
necessary cost controls in its decision.

e "Need date" for new capacity resources now back 3-4 years from Hydro’s 2030 plan for
thermal generators.*

e Bipoles | and Il projects are still to be scoped with a range of budget and pacing options.

e Manitoba Hydro is not yet “competent” at pacing and prioritizing Business Operations
Capital, casting doubt on Asset Management Plan-informed capital spending.

e No additional actions taken by Manitoba Hydro to reduce O&A costs, no long-term
strategy, no details underlying O&A cost escalations.

e Because of the continued lack of reliability in Hydro’s long-term projections
and the PUB’s prior findings with respect to rate-setting in the face of
uncertainty,’® the PUB should decline to set rates based on the long-term.

& Exhibit MH-46, Response to Undertaking 20, Figure 6.
8 PUB Order 101/23, pages 52, 73-74, 80.
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APPROPRIATE TIME HORIZON FOR 2026-2028 RATE-
SETTING AS A RESULT OF UNCERTAINTY

e Options:

o Short-term (2026-2028): may be too narrow, recognizing likely need for future
capital expenses and possibility of large difference between last year of rate period
and start of next rate period.”’

o Medium-term (to 2035): Recognizes the significant uncertainty in the medium to
long-term projections, while also aligning with the planned period of major capital
investment to 2035.%

= “At a minimum, looking at that six (6) year term makes sense.”®’

o Long-term (to 2045): in light of significant uncertainty, Manitoba Hydro’s long-term

projections are not reliable for rate setting purposes

8 Colaiacovo, December 4, 2025, page 2990-2991.
® Darren Rainkie Presentation, Exhibit CC-32, page 19.
¥ Colaiacovo, December 4, 2025, page 2991.
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RECOMMENDATIONS ON WHETHER FORECASTS ARE
REASONABLY RELIABLE

e In light of missing IRP, potential Major New Facilities review, and significant uncertainty in
projected costs of key capital projects, long-term forecasts are not reliable for rate-

setting.
e As a result, recommended time horizon for 2026-2028 rate-setting: medium-

term to 2035.
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SECTION 5: ARE ACTUAL AND PROJECTED COSTS
NECESSARY AND PRUDENT?
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MANITOBA HYDRO SHOULD DEMONSTRATEIT IS
STEERING THE SHIP, NOT RIDING EXTERNAL COST
PRESSURES UPWARDS

e lLack of long-term strategy leads to concerns that the corporation will simply ride the
many cost pressure waves upward, rather than using all the tools available to it to limit
the impact of cost pressures for ratepayers.

e To demonstrate prudence, Manitoba Hydro should demonstrate it has an integrated
strategic management system that prioritizes controlling costs and exercising fiscal
stewardship on behalf of ratepayers.”™

o Strategy and management are not the same thing: “/ like to use the word 'strategy' because |
believe that any management framework includes strategy. And in my world, 'strategy' and
'planning’ are two (2) different things. They compliment each other, but — but one is not a
substitute for the other.””’

e For rate-setting, the lack of long-term strategy and associated management
system leads to a negative inference on the reliability and prudence of
medium to long term costs and overall revenue needs of the corporation.

0 See details of elements of fiscal stewardship in Darren Rainkie Presentation, Exhibit CC-32, page 47.
*! Rainkie, November 27, 2025, page 1865.
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LACK OF LONG-TERM INTEGRATED STRATEGIC
FRAMEWORK

e No long-term corporate strategy to maintain affordability on behalf of ratepayers:

o Enterprise Goals focused on next 3 years’> — affordability not an explicitly listed
goal, although “There'll be touch points on affordability throughout” and we are assured
that affordability is in the mission and vision and that “guides everything from that
point, through our goals and through the objectives related to those goals, is affordability is
intertwined through all of that.””

o Strategies related to net zero and climate change policy are expected to be
reviewed/developed after completion of the 2025 IRP.*

e Enterprise Risk Management Program:

o Risk tolerance and risk appetite still under development.”

o Implementation of the ERM program delayed.”

o Negatively impacts Hydro’s ability to understand and assess choices and evaluate

risk and cost trade-offs on an integrated basis.”’

?22026-2028 GRA, Tab 2, page 6; Coalition/MH 1-3d; Coalition/MH I-4a) & b); Fogg, November 25, 2025, page 1611-1612, 1614.

%3 Danroth, November 17, 2025, page 363.

** Coalition/MH 11-69c; MEED/MH -2 a); Dilay, Fogg, November 25, 2025 page 1617-1618.

% Coalition/MH 1-7a).

% Coalition/MH 1-7b).

?7 Manitoba Hydro agrees that a foundational piece of an Enterprise Risk Management Program is the integration of enterprise risk with strategy in
Coalition/MH 11-70a, page 2; Darren Rainkie Presentation, Exhibit CC-32, page 12.
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LACK OF LONG-TERM INTEGRATED STRATEGIC
FRAMEWORK

Uncertainty Analysis: while this could be an important tool both for risk management and
rate-setting, it is uncertain what value it currently brings to the regulatory process.”
Asset management competency: progress has been “slow” to date;’” a 24-year timeframe
for competence fails to demonstrate a commitment to prioritizing BOC.'®

Debt management strategy: in a holding pattern pending the review of the recently
completed consultant report and recommendation (filed late in GRA process, no
opportunity for IRs or intervener evidence) — with continuing hesitancy to have more
than minimal levels of variable-debt rate despite Manitoba Hydro having the lowest level
of variable-debt rate in the peer group.'®'

Performance measurement system: review of Manitoba Hydro key performance
indicators, enterprise scorecard and financial targets is an ongoing work in progress —
performance measurement system is a key enabling management system that would be

aligned to, and contribute to, corporate strategy.'%*

%8 Dilay, Epp, Fogg, November 25, 2025, pages 1627-1636; Darren Rainkie Presentation, Exhibit CC-32, page 12; Coalition/MH 1-28 h): “It remains
unclear how the uncertainty analysis will be used by the PUB and how it will contribute to the rates that ultimately are awarded in this regulatory
process.”

> Order 101/23, page 101.

1% PUB Orders urge Manitoba Hydro to improve Asset Management capability dating back at least to Order |16/08 at 101. See also Darren Rainkie
Presentation, Exhibit CC-32, page 4.

1" Manitoba Hydro Exhibit 24, page 24; Epp November 25, 2025, pages 1548, 1638-1639; Darren Rainkie Presentation, Exhibit CC-32, page |5.

12 Coalition/MH -4 i, page 2; Coalition/MH I-11 a; Dilay, Fogg, November 25, 2025, pages |646-1648.
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ADVERSE FINDING - MANITOBA HYDRO HAS FAILED TO
TAKE APPROPRIATE MANAGEMENT ACTION IN RESPONSE
TO CHANGING CIRCUMSTANCES

¢ No reductions in controllable expenses of Business Operations Capital or O&A in

response to major capital placeholder increases'®

o Increases in O&A and BOC between last GRA and current GRA is $5.9B
e No reductions in Business Operations Capital or O&A or any other changes in plans in
response to drought in 2025'**

'% Darren Rainkie Presentation, Exhibit CC-32, pages 22-25.
1% Coalition/MH 1-32 ¢; Peters, Bowen, November 18, 2025, pages 592-593.
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RATEPAYERS MUST MAKE DIFFICULT CHOICES...

e Turning to ratepayers, who face significant stresses relating to rising costs and must make
difficult decisions regarding trade-offs within their own budgets, cannot be the only
avenue.

“So, I've been making sure being very conscious about reducing my energy intake, so making sure lights have turned
off. | don't actually use my oven, the inside of it, because it takes too much heat, so | use an air fryer for all of my

cooking, which has actually reduced my energy consumption quite a bit compared to last year.”'®

“So, when you're on EIA, they don't increase your budget. It hasn't increased in like twenty (20) years. And when it

did, it was only twenty (20) bucks. So, everything goes up except for what you're living on.”'%

“As | mentioned, the first thing | made sure to do is completely eradicate air conditioning. It's really not necessary. |
also noticed that my dishwasher and some of my lightings, you know, are definitely, like, energy consuming. And so, |
decided to, you know, turn off the dishwasher completely, convert it into a table. It has a nice wooden top, so that's
really great. And really just making sure that I'm only heating up spaces that I'm in. And once we moved out of that
space - or, you know, turning down the heat and just kind of migrating, ensuring that I'm keeping my power usage
independent as | move around the house.”'"’

1% Forest, December 8, 2025, page 3069.
1% Hermkens, December 8, 2025, page 3104.
17 Obikile, December 8, 2025, page 3081.
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SO SHOULD MANITOBA HYDRO

e Despite its bias toward comfort, Manitoba Hydro must demonstrate how it is also making
difficult choices within its controllable costs, in the face of changing circumstances and
cost pressures.

“And, you know, | understand that it is very challenging to change a business plan. It's very
challenging to implement cost control. It's very challenging to reconsider your capital plans in light of
your financial circumstances. | understand that all of those things are very challenging. But if the
circumstances are extraordinary, as they appear to be, and there is a risk that they're going to
continue to be extraordinary, you know, | think it behooves Manitoba Hydro to react to that pre-
emptively and say, yes, it's a tough year, and we're making decisions to — to manage it. We hope
next year is going to be better. But if next year is not better, we're going to make more tough
decisions. That's all that | think people expect to hear because drought happens. And Manitoba
Hydro is particularly susceptible to drought as compared to many other utilities. So, you know, it is —
it's the lack of action, it's the lack of statements that | think would be considered problematic, not
the fact of the drought itself, because it happens every — you know, periodically.”'®

® Manitoba Hydro has demonstrated a hands-off approach to prudent expenditures control.
Granting the Hydro rate request effectively enables inadequate management response.

1% Colaiacovo, December 4, 2025, pages 2961-2962.
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1.5% CHANGE IN RATE PATH PAYS FOR INCREASE IN O&A
COSTS

® $4.2B increase in O&A in Manitoba Hydro’s projections in current GRA, as compared to
the projection in the last GRA.'?

® |.5% increase in rate path in current GRA as compared to last GRA (from 2% to 3.5%) is
projected to generate $4.2B = increase in rate path covers increase in O&A costs in
current GRA’s projections, rather than major capital placeholders, as Manitoba Hydro
seems to suggest.' "’

“So while, you know, the positioning around this application is the rate increases are paying for, you
know, reliability and — and the proxy development plan and those types of things. Really, the rate
increases are paying for higher operating costs; exactly the same number, $4.2 billion.

So, you know, | think that’s — that’s pretty interesting in terms of — of thinking about the prudency of
this projection.”’"!

'% Darren Rainkie Presentation, Exhibit CC-32, page 23.
"% Darren Rainkie Presentation, Exhibit CC-32, pages 22-23; Rainkie, November 27, 2025, pages 1886-1887.
"' Rainkie, November 27, 2025, pages 1886-1887.
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UNSUSTAINABLE ESCALATION IN OPERATING &
ADMINISTRATIVE COSTS

47.5% increase in O&A costs from 2020 to 2025 = annual growth rate of 8.1%.'"?
106% increase in O&A from 2020 to 2035 (medium term) = annual growth rate of 4.9%'"

Despite Manitoba Hydro’s gross firm energy and assets not growing at the same pace:
o Increase in gross firm energy is 14% or 0.9%/year (2020 to 2035)''*
o Increase in total assets (excluding RDAs) is 49% or 2.2%/year (from 2020 to 2035)'"
And despite inflation not increasing at the same pace:
o Increase in Manitoba CPl is 46% or 2.6%/year (from 2020 to 2035)''®
o Increase in Manitoba Average Weekly Earnings is 17% or 3.2/year (from 2020 to
2025)'"7

"2 Coalition/MH 11-77 a; PUB/MH 1-58 ¢, page 4; MH Exhibit 19, MH Annual Report, page 121; MFR 54; Dilay, Amorim Dew, November 25, 2025, page
1657.

'3 Darren Rainkie Presentation, Exhibit CC-32, page 27.

''* Appendix 4.1, Executive Summary page i.

''> Darren Rainkie Presentation, Exhibit CC-32, page 27.

"¢ Darren Rainkie Presentation, Exhibit CC-32, page 27; MFR 58, page | for key economic indicators.

"' Darren Rainkie Presentation, Exhibit CC-32, page 27.

65




Exhibit CC-39

UNSUSTAINABLE ESCALATION IN OPERATING &
ADMINISTRATIVE COSTS

e Despite PUB determination that VDP was not intended as a temporary reduction in

headcounts, but rather a long-term cost control measure, Manitoba Hydro Business unit
operating FTEs increased 929 from 2021 to 2028 and 212 from 2017 to 2028.''®

"The Board accepts the need to train new tradespeople, as well as the need to retain external service
providers to deal with information technology transitions and to pay increased insurance premiums.
However, it notes that the Voluntary Departure Program initiated in 2016, under which
Manitoba Hydro provided incentives for employees to voluntarily leave the organization in order to
reduce the utility’s labour force, was not intended as a temporary reduction in headcount,

but as a long-term cost control measure."'"”

Manitoba Hydro’s extrapolated O&A growth to 2035 does not demonstrate
appropriate cost control — not sustainable and not balanced for ratepayers.

''"® Darren Rainkie Presentation, Exhibit CC-32, pages 28.
""" PUB Order 120/25, page 52 (emphasis added).
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COURSE CORRECTION NEEDED IN LIGHT OF
UNSUSTAINABLE O&A INCREASES

e Manitoba Hydro’s projections include an extrapolation of O&A costs, not a detailed
forecast — there is still room for Manitoba Hydro to influence O&A costs,
especially in the medium to longer term.

“The utilities have adopted this, you know, mantra of our costs are not controllable. Now, Manitoba
Hydro has a hundred and fifty (150) managers, probably, you know, fifty (50) executives that get
paid $40 million probably a year. And why do we need them if there's no control? Like | think this is

a question the Board has to ask itself.”'?

“They need to take it seriously and | just don't accept that a corporation this size does not have

levers it could control. [ just don't accept that, having been a CFO of this very Corporation ten (10)

years ago — or less than ten (10) years ago.”"*'

e Manitoba Hydro’s largely bottom up and incremental budgeting approach is ineffective at

controlling O&A cost increases and leaves out offsets for productivity/process

improvements.'?

120 Rainkie, November 27, 2025, page 2014, see also pages 2019-2020.
12! Rainkie, November 27, 2025, pages 2020-2021.
'22 Darren Rainkie Presentation, Exhibit CC-32, page 29.
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COURSE CORRECTION NEEDED IN LIGHT OF DROUGHT

e Manitoba Hydro has failed to take effective or meaningful corrective action during
drought conditions in 2024 and 2025 — instead, had actual performance of 8-10%
unfavourable compared to forecasts from the last GRA.'?

“THE CHAIRPERSON: The revised IFF filed in Exhibit MH-43 now shows an average projected loss of
$409 million in 2025/'26. What we have not seen is any reduction to Manitoba Hydro's O&A

expenses in the short term.”'**

“there was a golden opportunity during the course of this rate hearing because the rate Application was
filed in March, and here we are in October to reflect on the changing circumstances and propose some
changes to compensate for those changing circumstances. But that opportunity appears to have been

foregone.”'?

e Manitoba Hydro is in need of a course correction, which could come through a more

robust strategic framework and tools such as priority-based budgeting. Recent and

projected levels of increases are unsustainable.'*

' Darren Rainkie Presentation, Exhibit CC-32, page 29.

12 Chairperson, December | 1, 2025, page 3819.

125 Colaiacovo, December 4, 2025, page 2965, see also pages 2923-2924.
12 Darren Rainkie Presentation, Exhibit CC-32, page 29.
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POTENTIAL SHORT-TERM TACTICAL OPPORTUNITIES TO
REDUCE O&A ESCALATION

“The Panel requests that the parties address the O&A issue in their closing submissions and, in particular, how a
reduction to the O&A expenses would work in practice.”'?’

e Any tactical approach to produce meaningful control over O&A in the test years would have to result
in lower FTEs — employee-related costs make up 77% of O&A expenditure:'*®

o Attrition strategy to harvest predictable reductions in staff to respond to drought and for
overall cost control purposes — reductions in FTEs also lead to reductions in employee benefits,

which increased by $48M from 2020 to 2028.'”

Reduction of middle management.'*

Non-management attrition (see table on next page) :

* Governance, Support and Services FTEs have increased from 1,256 in 2020 to 1,478 in
2025 and to 1,516 in 2028 - a total increase of 260 between 2020 and the end of the Test
Period to 2028

= Operating & Maintenance FTEs have increased from 2,389 in 2020 to 2,780 in 2025 and
2,852 in 2028 - a total increase of 463 FTEs between 2020 and the end of the Test Period

to 2028.

127 Chairperson Gabor, December | |, page 3819.

18 Exhibit MH-33, page 34.

122.2023/24 & 2024/25 GRA PUB/MH 1-65 a), b) and PUB/MH 66 a), b): attrition rates were expected to be between 5% and 6% at that time, which today
would equate approximately 300 employee departure per year; MFR 54, page 2.

130 |t appears that between 2022 and 2025 - MH management positions have increased by 21 from 142 (2023/24 &2024/25 GRA PUB/MH I-71 ¢)) to 163
(current GRA PUB/CC I-56 d). Comparing 2020 to 2025 managers by business unit shows an increase of 7 in the CEO area, 9 in Digital &

Technology (D&T) and 10 in HR, Safety, Health & Environment (HRSHE).
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POTENTIAL SHORT-TERM TACTICAL OPPORTUNITIES TO
REDUCE O&A ESCALATION

Business Unit Operating FTEs (Excluding Capital Construction FTEs) - 2020 to 2028

1 2 3 4 5 6
Increase Increase Increase
2020j 2025 2025 2028] 2028] 2028
Actual vs 2020] Forecast vs 2025 Forecast vs 2025
Operations & Maintenance FTEs 2,389 391 2,780 72 2,852 463
Governance, Support & Services FTEs 1,256 222 1,478 38 1,516 260
Total Business Unit Operating FTEs 3,645 613 4,258 110 4,368 723 131

13" PUB/CC | - 56 d).
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POTENTIAL SHORT-TERM TACTICAL OPPORTUNITIES TO

REDUCE O&A ESCALATION

Reductions in overtime - increased $5 million from $75 million in 2020 to $80 million in
2028.'%2

Other Employee Related Costs: opportunities to reduce cost areas which have seen increases
through an attrition strategy and more careful management of discretionary/non-essential
expenditures (most if not all are mentioned in MIPUG exhibit #14 as obvious areas to control
costs in times of financial strain).

'33 such as vegetation management (addressed in asset

135

External Services & Materials,
management section), Consulting & Professional Fees,'** Computer Services.
Exhibit MIPUG-14: cost containment memos from Hydro CEO from past GRAs: provide
concrete examples of areas that MH has previously carefully managed in times of financial strain
(discretionary spending).

132 MFR 54, page 2.

'3 For increases, see 2020 figures from the 2023/24 &2024/25 GRA CC/MH | - 82 b and 2028 figures from Current GRA CC/MH | - 35 a).

1** Increased from $13 million in 2020 to $44 million in 2028. Potential areas of reduction include IT consulting of $16 million in 2028 (even though SAP
core has been implemented in 2027 and potential to slow down placeholder cloud computing arrangements (CCA) and D&T spending during a time of
financial strain) and Management Consulting of $7 million in each year of the Test Period (presumably another area to reduce discretionary spending in a
time of financial strain) (PUB/MH | - 57 b).

135 Increased from $7 million in 2022 to $19 million in 2028 and from $16 million in 2025 to $19 million in 2028 (PUB/MH | - 56 b) = opportunities to
slow down on some of the implementation of CCA/D&T initiatives in the Test Period in a time of financial strain.
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CONSUMERS COALITION APPROACH

e Proposes no adjustments to 47.5% increase in O&A costs since 2020.

e Recognizes:

O
O

O O O O

that O&A are controllable costs for rate-setting purposes

the significant escalation in projected O&A costs since the last GRA, which is not sustainable for
ratepayers

the lack of detailed O&A budget in the medium and long-term, including a lack of any
recognition of improvements in productivity or processes (even in light of the trainee program,
significant investment in SAP and CCA and considering Al)

the lack of corporate long-term strategy — Manitoba Hydro has not demonstrated it is steering
the ship rather than riding cost pressures upwards

that Manitoba Hydro has not adjusted proposed O&A spending in response to drought, despite
past PUB direction to do so

that FTEs (normalized for the FTEs working on Major Capital Projects and based on analysis of
business unit FTE increases) have increased since 2017

that there are short-term tactical opportunities to reduce costs that do not appear to have been
explored by Manitoba Hydro

that 2%/year increase can operate as a stretch target for the corporation

that Manitoba Hydro has the onus of demonstrating its costs are prudent and necessary

that the PUB acts as a proxy for competition in protecting captive ratepayers

that the uncertainty analysis shows that additional cost control would decrease indicated rate

increases'3¢

1% Darren Rainkie Presentation, Exhibit CC-32, page 32.
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2% ESCALATION IN O&A EXPENSES FOR RATE-SETTING
PURPOSES

e For rate-setting purposes, it is prudent to assume 2% escalation in O&A from 2025 to

2035:
o Results in an 80% escalation from 2020 to 2035 (4.0%/year growth), rather than

Manitoba Hydro’s proposed 106% increase (4.9%/year growth).
¢ Note: this approach does not propose disallowances or reducing O&A from
current levels, but rather a lower rate of O&A growth by considering the
overall business context and deterioration in the financial outlook
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CAPITAL SPENDING AND ASSET MANAGEMENT

e Despite its |8-year asset management journey,'*’ Manitoba Hydro’s asset management
program is unlikely to achieve competence until at least 2032."

e Failure to optimize cost, performance and risk calls into question aggressive spending
targets in Business Operations Capital, including the 2032 “bow wave”.

e Preliminary “Class 10” estimates are not reliable for rate-setting.

Manitoba Hydro must continue to pursue competence, and the PUB must set just
and reasonable rates in the absence of mature capital spending plans.

17 The PUB has directed Manitoba Hydro to improve its asset management practices since at least Order |16/08, page 101.
1% Appendix 6.2, page 38.
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WHY CAPITAL ASSET MANAGEMENT MATTERS

® Just and reasonable rates demand prudent and necessary expenditures, which in
turn require evidence-based decision-making in Manitoba Hydro’s capital planning.

e PUB direction has urged “more mature asset management processes” in order for

Manitoba Hydro to “objectively prioritize and optimize its spending across business units
based on a common definition of risk.”'*’

e Until Manitoba Hydro can demonstrate competence in “optimizing cost, performance,
and risk,”'* decision-making will continue to be hindered by inadequate information
remain siloed among a small number of the utility’s subject matter experts.

13 PUB Order 59/18, page |12.
140 COALITION/MH 1121.
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STRONG RELIABILITY AND CUSTOMER SATISFACTION

“Manitoba’s performance continues to be better than its Canadian peers, and markedly better. System
average interruption frequency index is 60 percent of its Canadian peers and for SAIDI system average
interruption duration index it’s 38 percent of its Canadian peers. And that’s a marked difference
from...Canadian peers. Manitoba Hydro’s performance is simply better.”'*'

Top Box Scores: 79% Electric Power Reliability

(Satisfaction 7+): BO% Electric Power Quality
76% Speed of Restoring Power
68% Timely Accurate Outage Information 140

! Helland, November 20, 2025, page 91 1.
'2MFR | — Attachment |, page 12.
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ASSET MANAGEMENT IMMATURITY

So, just want to be very, very clear. We encourage Manitoba Hydro to continue its asset
management journey, to continue maturing. [...] What we do observe, however, is that the
progress is weighted towards the high-level asset management and strategy planning, organization and
people enablers, but the foundational areas...[t]he nuts and bolts underneath supporting work
that informs your decisions continues to lag.'"

e Progress is slow, and the areas which ‘“all require advancement to support effective
asset management decision making” [...] represent many of the subjects where MH
scores lowest on the maturity scale.”'*

o Key data gaps impair reconciliation of long-term priorities and short-term plans, as seen
in the gap between the Asset Management Plan and Capital Expenditure Plan.'®

So, we're not saying that what Manitoba Hydro is doing is abnormal, we're just acknowledging
their current status and then saying, okay, what do those limitations imply in this
proceeding and the evidence therein.'*

' Helland, November 20, 2025, page 916.

14 Exhibit CC-35, Response to Undertaking 14, pages 7, 13.
5 Exhibit CC-35, Response to Undertaking |4, pages 7-8, |3.
1% Helland, November 20, 2025 Transcript, page 917.
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DECISION-MAKING TOOLS: SHORT-TERM AND LONG-TERM

PLANS

Asset Management Plan is intended to provide “a long-term, high-level analysis” that
“[uses] whole-life cost models” to forecast operations and capital spending.'¥
Not used for short-term planning.'*®

With only few exceptions, “the AMP analysis uses age as a proxy for condition at an
asset population level”'* which will tend to yield an upward bias in capital expenditure
estimates.

AMP defines economic life as “optimal age for asset renewal based on value. However,
economic life has not yet been determined for all asset populations and thus in the
current analysis provided in the AMP, economic life may be used interchangeably with

expected or average life.”

“economic life assumptions were not derived from Whole-Life Cost modeling”'"*® which is

necessary “to transition to an optimization of cost, performance, and risk.”"'

The AMP is not yet employing best-practice whole-life cost modeling and relies

heavily on asset population age to make assumptions about condition and
investment needs.

47 COALITION/MH 11-38; Appendix 6.1, page 5.

1“8 Williams, Pawluk, November 19, 2025, page 827. See also: Manitoba Hydro Rebuttal Evidence, Volume 3, page 60.
14 COALITION/MH 1I-18.

130 COALITION/MH 1-80b. See also Williams, Penner, November 18, 2025, page 833.

15! COALITION/MH 11-21.
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A DATED CVF UNDERLIES THE GRA INVESTMENT
PORTFOLIO

e Where the AMP “is used to determine which asset classes to invest in, and the
[Corporate Value Framework] is used to determine the actual contents of the investment
portfolio...”">?

e CVF values changed in early 2025 in response to recommendations from AMCL+.

e CVF values underlying the GRA investment portfolio are no longer in use and no
longer relied on by Manitoba Hydro for decision-making.'"”’

152 COALITION/MH [-49h.
133 Williams, Pawluk, November 18, 2025, page 857.

79




Exhibit CC-39

MANITOBA HYDRO LACKS DATA FOR EVIDENCE-BASED
DECISION-MAKING

DR. BYRON WILLIAMS: And a concern was expressed that the current state of asset information is a
hindrance to maturing the asset management system's tactical and strategic decision-making
capabilities, sir?

MR. JIM PAWLUK: Information is critical to taking your asset management [...] to next level, |

agree.'”*

'3* Williams, Pawluk, November 18, 2025, page 850.
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DECISION-MAKING IN THE MEANTIME:

o AMP estimates “economic life” by asset class using age as a proxy for condition; dictates
renewal rates based on age of asset populations without whole-life cost models
necessary to optimize investment for each asset.”

e Asset Investment Portfolio uses dated CVF and condition assessments (where available)
to prioritize and pace investments.

e Reconciling these outputs while pursuing Asset Management maturity requires judgment
and sober second thought.

e Manitoba Hydro’s “bow wave” spending is identified by the AMP,'*® but not supported
by whole-life cost models, detailed condition assessments or prudent budgeting.

We - based on the evidence in our review, we see that the AMP output overstates need and urgency. And if | could
boil that down, Manitoba Hydro's words and actions don't match. And ultimately, we believe that leads to impaired
decision making and - and capital misallocation.'*’

Manitoba Hydro cannot demonstrate that proposed spending optimizes cost,
performance and risk.

13> Appendix 6.1, SAMP, page 31.
¢ Appendix 6.2, Figure 3, page 7.
137 Helland, November 20, 2025, page 894.
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IMPLICATIONS FOR RATE PERIOD CAPITAL PLANNING

e Consumers Coalition’s rate recommendations assume a reduction of the capital
spending “envelope” for the test years by an equivalent to 10% of BOC, or $230
million, over the three years.

e This approach:

e Respects Treasury Board-approved spending in FY26;

e Incorporates Midgard’s assessment that Manitoba Hydro overstates urgency of its
capital spending;

o Facilitates overdue response to drought, as Business Operations Capital is
recognized by PUB as discretionary spending to be reduced during drought;'*® and

e Retains Manitoba Hydro’s flexibility for major capital projects as preliminary plans
become sufficiently detailed to justify prudent spending.

e Midgard Consulting Inc. assists the PUB through significant expertise and experience in
approaches to principled, evidence-based asset management decision-making. The
Consumers Coalition finds all of Midgard’s capital re-pacing recommendations to be highly
credible, but recommends a considerably smaller reduction in capital spending in
recognition of drought.

18 PUB Order 9/22, page 31.
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GENERATORS

e Midgard revised recommendation defers $34.7M in spending beyond the rate
period."’

We recommend that they continue with their near-term refurbishments, the —- the urgents, the — the
things that they've demonstrated in evidence via CVF and — and other asset conditions, that
replacements are - are needed, for example, the early kettle units, Grand Rapids, et cetera, but the
defer replacements based on age and turnover targets.'®°

e Generator Refurbishments (the lion’s share of the total) do not appear “grounded
upon asset-specific condition assessments but [on] asset turnover objectives.”'®'

e Additional opportunities are found where “unit overhauls were planned
sequentially, but CVF scores did not materially reduce upon completion of

successive projects...”'®

1% Exhibit CC-35, Response to Undertaking 15.
12 Helland, November 20, 2025, page 952.
1! Midgard Report, CC-13, page 82.
2 Midgard Report, CC-13, page 84.
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MEDIUM VOLTAGE SWITCHGEAR

e AMP proposes an increase in renewal rate in switchgear from 2.6 to 3 per year.

e Manitoba Hydro proposes to spend more than triple this rate over the next decade
before settling back down to its 3/yr preferred renewal rate.'®®

e Medium Voltage switchgear’s risk rating is disproportionate to the role and purpose of
the asset due to emphasis on safety.'®

e Manitoba Hydro’s emphasis on safety is to be taken seriously. However, given MH’s
comfort with only accelerating this work in FY28, Midgard recommends flattening the
spending spike which moves $26.7M'® beyond the rate period.

Well, if you've had something that you've known about since 2016 and is the largest risk, one of the largest risks in
your system, why would you have years of zero (0) spending preceding this bump? There's something else going on
then what Manitoba Hydro is stating in evidence. So, do the actions match the words? No... We do agree, eventually
you need to replace these things, and hence why we have the flat re-pacing to our recommendation.'®®

'¢3 Appendix 6.2, page 26.

¢ Exhibit CC-31, pages 35-36. See also Helland, November 20, 2025, pages 942-943.
> Revised in response to Undertaking 12, Exhibit CC-35.

¢ Helland, November 20, 2025, pages 942-943.
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PROXY DISPATCHABLE CAPACITY RESOURCE

e 200MW of new seasonal diversity exchanges materially changes Manitoba Hydro’s case
for spending $34.4M in the test years.

e Earlier evidence (GRA load forecast, pre-Undertaking 20) confirmed <30MW shortfalls to
2033/34 could be met through “operational decisions”:

MR. BOB PETERS: All right. Now, just focusing on the thirty (30) megawatt number, how hard of a
number is that to meet on the coldest winter day in Winnipeg?

MR. DAVE BOWEN: So, we have a system that has six thousand (6,000) megawatts. So, thirty (30)
megawatts is a small component of that. So, are there things that we could do in the operational space
that Mr. Tonner's talked about to meet that? We — we would definitely find ways to, | think subject to
check, find ways to meet thirty (30) megawatts in the operational space on a - on a day.'®’

e Updated filings show that 2025 IRP development plan includes winter peak capacity
surplus which exceeds capacity value of new thermal generation until 2034/35.'

167 Peters, Bowen, November 20, 2025, pages 652-653. See also Hombach, Oakley, November 20, 2025, page | 144.
18 Exhibit MH-46, Response to Undertaking 20, Figure 6.
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IN A “PERFECT WORLD” IRP REVIEW PRECEDES MAJOR
NEW FACILITIES REVIEW

e In a “perfect world”, IRP review would take place first, and in Consumers Coalition’s
view, now it can.

...the capacity resource additions that are dispatchable, that Manitoba Hydro is looking to bring on, in
a perfect world, those would be delayed until after Manitoba Hydro has validated its plans through an
integrated resource plan process. That's the recommendation | was referring to.

MR. DAVE BOWEN: Thank you, Mr. Peters. Yes.
MR. BOB PETERS: And | was suggesting to you, in a perfect world, that makes a lot of sense. Does it?
MR. DAVE BOWEN: Agree. '®°

e Imprudent to approve spending on this before IRP confirms that it’s necessary.

e Coalition adopts Midgard’s deferral recommendation, which preserves amount equivalent
to 25/26 approved spend in order to refine project scope, in recognition of work already
done in current rating year and remaining scoping work that may be needed to inform
IRP process or otherwise.

1% Peters, Bowen, November 18, 2025, pages 655-656.
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HVDC RELIABILITY PROJECT: CLASS 10 ESTIMATES NOT
RELIABLE FOR RATESETTING

e “Class 10 estimates are early, high-level estimates based on conceptual assumptions, used
for budgeting future needs when scope and methods remain to be developed.”'”

It's a long-range cost estimate, and it has order of magnitude difference in potential expected accuracy.
It's conceptual. Scope and methods remain to be developed. So, it's early, early days.'”’

e Scope and budget for Bipole Il not likely to be clear until “this time next year”. Bipole | is
“approximately one year behind Bipole I1”.'”2

The scope development project. Yes. Get that done. Move that project from Class |0, conceptual, early
stage, highly uncertain to something [certain]... It's a small project relative to 6.8 billion. It should have
already been completed.'”

170 PUB/MH [-64b.

7! Helland, November 12, 2025, pages 962-963.

'2 Simonsen, Bowen, November 18, 2025, pages 581-583.
'3 Helland, November 20, 2025, page 974.
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HVDC RELIABILITY PROJECT: UNDERSTANDING AND
MITIGATING RISKS

“So, it's a financial impact as opposed to reliability risk, which is not being able to serve your firm loads.
When we look at the evidence, what we see is it's primarily related to revenue risk of financial impact
as opposed to a reliability impact. So, what we conclude is the urgency of the Bipole | and Bipole Il
refurbishments is not supported in evidence and is overstated”.'”*

Value Measure Value Points % of Value
Financial Risk 1,513,754 56.37%
Stakeholder Perception Risk 256,171 9.54%
O&M Financial Benefits 12,247 0.46%
I compliance Risk 8,398 0.31%
B safety Risk 1,748 0.07%
[ Transmission Reliability Risk 0 0%
Lost Generation Risk 0 0%
Environmental Risk -1,615 0.06%
B 0&M Costs -26,751 1%
B Total Cost -268,622 10%
. Capital Financial Benefits -338,927 12.62%
Total Value 1,156,403
Value/$K 4.30

175

' Helland, November 20, 2025, pages 973-974.
'7> PUB/MH |-64a-d Attachment |, pages 6, 8.
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HVDC RELIABILITY: PROJECT SCOPE STILL TO BE
DETERMINED WITH RATEPAYER INTERESTS IN MIND

e Midgard recommends additional elements be completed ASAP to mitigate risk, extend
current asset life to the extent possible. Electrode Replacement, R44H Radisson to

Henday 230 kV Transmission Line, Converter Stations Programs, HYDC Equipment

Sustainment).'”®

e 2019 condition assessment study presented included project scoping options and risk
mitigation measures that extended the life of Bipole | to 2040.'”’

Consumers Coalition rejects Class 10 estimates for rate setting purposes. Like all
spending, capital expenditures must be demonstrably prudent and necessary.

'7¢ Helland, November 20, 2025, page 975.
77 PUB/MH 11-32 Attachment |, pages 6, 57. NOTE: Manitoba Hydro explains in PUB/MH 11-32 that the project scope has expanded beyond that

contemplated in the 2019 condition assessments.
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VEGETATION MANAGEMENT

e O&A expense in which Manitoba Hydro proposes to materially increase spending to
overcome a backlog.

e Record contains no evidence that vegetation management budgets are assessed against
capital investment alternatives on a marginal risk-mitigation:

Where is the sweet spot in terms of impact to customers for expenditures or resources
on distribution system reliability? Is — is the smart money to spend it on switchgear, or
transformers or vegetation management. Have you got a sense for where that is?

MR. TOM TONNER: That's a — that's a great question. | don't have a definitive

answer...'”®

e Re-pacing recommendations reduces rate period spending by $25M'” as the step-change in
spend is not considered against alternatives.

'8 Simonsen, Tonner, November 18, 2025, pages 5211-523.
'7 Midgard Report, Exhibit CC-14, page 94.
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CAPITAL SPENDING CONCLUSION

e Consumers Coalition recommendation to reduce capital spending envelope by $230M

provides a strong signal:

o Requiring management responses to drought;

o Rejecting Class |0 estimates as suitable for rate setting purposes; and

o Reflecting the lack of support for overcoming the 2032 “bow wave” in light of Asset
Management immaturity and ongoing drought.

e Manitoba Hydro retains flexibility to make prudent decisions reflecting appropriate trade-
offs, including as Class 10 estimates are refined through the rate period.

Description

FY26

FY27

FY23

Total Capital
Expenditure
Plan (Electric)

820.9

1,168.2

1,319.0

Delta

(26.8)

(360.3)

(622.4)

Adjusted Total
Capital
Expenditure
Plan (Electric)

794.1

807.9

696.5

'8 Exhibit CC-35, Response to Undertaking 13, Table 4.

180
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RECOMMENDATIONS ON WHETHER ACTUAL AND
PROJECTED COSTS ARE NECESSARY AND PRUDENT

e Manitoba Hydro should be directed to report back in the next GRA on its long-term
corporate strategy, including the elements that are or will be aligned to the strategy and
how it will address external threats to affordability.

e PUB to find that for rate-setting purposes, Manitoba Hydro’s projected O&A and BOC
expenditures are not necessary nor prudent and that:

o Projected O&A be limited to 2% escalation per year; and
o Projected capital spending be reduced by 10% of BOC.

e Manitoba Hydro should be directed to develop a Program View of its O&A costs, to be
filed in the next GRA (similar to information provided in Centra proceedings), which
demonstrates where expenditures are being made to provide or support providing
service to customers (meter reading, load forecasting, departmental support, etc).

o For electric operations, MH only provides an O&A cost element view and a business
unit view. A Program View would assist the PUB and interveners in understanding
what funds are being spent on and would be integral to the implementation of a
priority-based budgeting approach (shifting the focus from accounting line items and
departments to programs and services).
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SECTION 6: REASONABLE REVENUE NEEDS IN THE
CONTEXT OF THE OVERALL GENERAL HEALTH OF THE
CORPORATION
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PUB ORDERS AND WALL COMMISSION REPORT PROVIDE
GUIDANCE ON FINANCIAL METRICS, INCLUDING IN THE
FACE OF DROUGHT AND UNCERTAINTY

“debt-to-equity is a questionable metric for a vertically integrated monopoly Crown utility with a debt

guarantee from the provincial government™'®’

“Finding #4.24: The Commissioner notes that other government-owned power utilities in Canada
continue to use debt/equity targets which are not materially different from Manitoba Hydro’s current
75/25 target. In the Commissioner’s view, a long-term debt/equity target has value by helping prevent
negative impacts on the Province’s credit rating, particularly during adverse developments like the
COVID-19 pandemic. However, achievement of a debt/equity target should not be the singular focus
and an interest coverage ratio target should also be used. The Commissioner recognizes that in the
short-term, aggressive debt/equity targets can have a negative impact on rate stability and predictability
and, therefore, cash flow stability and predictability. The Commissioner further recognizes that financial
targets must take into account changing variables and context and be adjustable based on real drivers

of rate-making policy, including risks.”'®’

'8! PUB Order 59/18, page 62; confirmed in PUB Order 69/19, pages 28-29.
182 “Economic Review of Bipole Il and Keeyask”, Commissioner Brad Wall, released in November 2020, online:
https://manitoba.ca/asset_library/en/proactive/2020_202 |/ERBK-Report-Volumel.PDF.
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Exhibit CC-39

IMPLICATIONS FROM UNCERTAINTY IN MANITOBA
HYDRO’S FINANCIAL TARGETS

“Constantly shifting timelines, and constantly shifting numbers, do NOT constitute a “target” in any
meaningful or valuable sense”

“There has been no consensus among Manitoba Hydro, the PUB, the Government of Manitoba and
ratepayer groups about either financial targets or the substance of appropriate financial risk
management for Manitoba Hydro over the past 10 years”

“Repeated discussions during GRA processes of “financial targets” and long-term “rate paths™ have
been a substitute for clear thinking about financial risk management” '®’

¢ In addition to past shifts in targets and timelines, Manitoba Hydro has confirmed it is
currently reviewing its financial targets — potential for change in the future.'®
e Equity ratio removed from Manitoba Hydro’s enabling legislation.

'8 Morrison Park Advisors Presentation, Exhibit CC-34, page 6.
'8 Hombach, Epp, November 25, 2025, pages 1472-1473.
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FINANCIAL METRICS: GUIDEPOSTS TO ASSESS IMPACT OF
DIFFERENT RATE SCENARIOS

e The utility’s existing financial metrics and targets provide “valuable guideposts when
assessing the impact of different rate scenarios.”'®
o When taken as a whole, the traditional financial metrics (net income, retained
earnings, net debt, equity ratio, interest coverage ratio and capital coverage ratio)
used by the PUB to set rates provide a robust picture of Manitoba Hydro’s financial
health and revenue needs.'®
o These metrics allow for flexibility and gradualism to achieve rate stability and rate
predictability for ratepayers. Reduce the risk of over reliance on a single metric to
set rates.'®’
e Order 101/23 placed more emphasis on test years than Manitoba Hydro’s long-term rate
path projections as a result of Hydro’s state of uncertainty.'®
o Moderate rate increases were adequate in light of Manitoba Hydro’s risk profile and
retained earnings were more than the estimated impact of a 7-year drought.'®

'®> PUB Order 101/23, page 54.

'% Darren Rainkie Presentation, Exhibit CC-32, page 34.
'¥” Darren Rainkie Presentation, Exhibit CC-32, page 34.
%8 PUB Order 101/23, pages 52, 73-74, 80.

'® Darren Rainkie Presentation, Exhibit CC-32, page 35.
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RATEPAYERS MUST PAY THE FULL COST OF POWER “OVER
TIME”

e Recognizing the realities facing Manitoba Hydro as a mainly hydraulic utility, rates may be
“off” in any given year, but “over time” full payment for the cost of power is required.'”
e But there is no definite answer for what “over time” means.'?"

“l - I underlined in this presentation. | put in quotes and | italics the — the term ‘over time'. And — and what does that
mean with respect to paying the full cost of power? | describe it as having limited science. It's — it's a question of
judgment. What is the time period over which full cost of power has to be paid by customers? It's not annually. We

know it cannot be annually because of the fluctuations that the cost structure of Manitoba Hydro are susceptible

to 2192

e Opver the last 5 years, domestic ratepayers have not paid the full cost of power they
consumed = cumulative net income will be negative and EBIT:interest will have been
below 1.0 for 4 out of 5 years.

o But is 5 years the right timeframe to consider?'”

e In light of uncertainty around financial targets, we must look to the current

circumstances facing Manitoba Hydro, as well as Manitoba Hydro’s own

actions, to determine how to manage financial risk.

1% Morrison Park Advisors Presentation, Exhibit CC-34, page 9.
"I Morrison Park Advisors Presentation, Exhibit CC-34, page 9.
12 Colaiacovo, December 4, 2025, page 2908.

'3 Morrison Park Advisors Presentation, Exhibit CC-34, page 19.
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FINANCIAL RISK MANAGEMENT IN THE 2026-2028 GRA

e Morrison Park Advisors suggests tailored approach to financial risk management,
grounded in data-driven evidence from an analysis of financial markets and in the context
of Manitoba Hydro’s circumstances generally and specifically — nuances that were lacking
in Manitoba Hydro’s application and anecdotal evidence.'”*

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

principally related to maintaining short-term liquidity resources, and maintaining unfettered access to

low-cost debt.”'”’

“Financial risk management is both about the substance of plans and results, and the management of

perceptions in the financial community”'?

'** Morrison Park Advisors Presentation, Exhibit CC-34, pages 21-25; Morrison Park Advisors Report, Exhibit CC-15, pages 3, 16-20.
1% Morrison Park Advisors Report, Exhibit CC-15, page 16.
1% Morrison Park Advisors Presentation, Exhibit CC-34, page 24.
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FINANCIAL RISK MANAGEMENT IN THE 2026-2028 GRA

» Drought conditions of the past five years are problematic NOT in themselves, but because they have led to
consistently poor results. An obvious risk is that these conditions might continue, so what is being done about it?

~Manitoba Hydro does not appear to be taking any extraordinary actions to address extraordinary
circumstances

v'"Where are the tradeoffs, hard choices, announcements of changes in plans, etc.?
v'Is the utility waiting for a negative reaction before taking any steps?

»The Government of Manitoba, for its part, has already dramatically scaled back taxes, fees and charges from
Manitoba Hydro over the past few years; there are few options left, besides outright subsidies

#The main tool available to the PUB to both deal with Manitoba Hydro's financial prospects, and to
communicate with the financial markets, is rate decisions

197

» There is no evidence that the significant increase in Manitoba Manitoba Hydro Net Debt vs. Manitoba Credit Spreads [1992-2024)
Hydro debt over the past decade has affected the cost of
funds for the Province of Manitoba (as measured by credit
spreads to Canada), and hence for Manitoba Hydro

» This does not mean that investors do not pay attention to
Manitoba Hydro results, or PUB decisions, only that to date _
investors appear content that Manitoba Hydro will continue 3
to make good on its debt obligations

= A thorough review, separate from GRA processes, of all
financial metrics, targets, principles and timelines would be a I I | I I I I i I I I I | | | I I |

sensible step forward to take, as envisioned in order 59/18

' Morrison Park Advisors Presentation, Exhibit CC-34, page 24.
' Morrison Park Advisors Presentation, Exhibit CC-34, page 25; see also Morrison Park Advisors Report, Exhibit CC-15, page 17-19.
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CREDIT RATING AGENCIES: A LAGGING INDICATOR

“The Board finds that, while important, care must be taken to avoid placing too much weight on
reports by credit rating agencies. The Board accepts that credit ratings and capital markets are

related, but are not the same thing.”'”’

“(N)one of the three credit rating agencies have a pattern of ratings actions that appear to bear any
relationship to the actual performance of Manitoba bonds.”*%

“And they don’t wait for credit analysis — you know, credit rating agencies’ analysis; they do it
themselves. You know, when — when you’re responsible for portfolios of billions of dollars, you have
lots of people on staff who have that capacity.”*'

e Adverse inference should be drawn from the fact that Manitoba Hydro provided no
information relating to the relationship between Hydro’s debt and Manitoba credit
spreads, despite being asked in information requests.’®?

1> PUB Order 59/18, page 68.

20 Morrison Park Advisors Report, Exhibit CC-15, page 20.

2! Colaiacovo, December 4, 2025, page 2964, see also pages 2962, 2963.
202 Coalition/MH 1-118.
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FINANCIAL RISK MANAGEMENT IN LIGHT OF DROUGHT:
NOT AN EXACT SCIENCE

e 2025/26 is forecasted to be second-worst on record.?**

“Regardless of the PUB’s decision on overall increases over the course of the three years, MPA
recommends an initial increase of 4% in order to communicate intent to help manage the impact of
29204

drought.

“So, there are many people who will in fact pay attention to the rate decision and the decision and
order that the PUB puts out.””®

e While storage will be much lower going into 2026/27 year,”® it is impossible to predict
conditions from year to year. Recent examples of drought and significant rate increases,
followed by record net income:

o 2004 drought loss, 5% rate increase in 2004 and 2006 record net income;
o 2022 drought loss, 3.6% rate increase and 2023 new record net income.

203 Excerpt from Manitoba Hydro Rebuttal Evidence Volume 2, page |4.
24 Morrison Park Advisors Presentation, Exhibit CC-34, page 28.

205 Colaiacovo, December 4, 2025, page 2964.

26 Gawne, November 24, 2025, page |394.
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POSSIBLE RESPONSE TO DROUGHT CIRCUMSTANCES

COMMUNICATING TQ THE MARKETS

= Regardless of the PUB’s decision on overall increases over the course of three years, MPA recommends an initial
increase of 4% in order to communicate intent to help manage the impact of drought

#If the PUB is persuaded by the proposal for a total increase of 6.9% over three years, this could be achieved
by a series of 4%, 1.4% and 1.4%

= As noted above, rate decisions are the PUB’s primary form of communication about Manitoba Hydro and its
circumstances
A response to the ongoing drought conditions, and the potential that they might continue into the future,
would be appropriate
» That should NOT impact the normal procedure of assuming “average water” for future years, and hence the
proposal for a 4% increase in the first year is meant to be a re-distribution of the total increase granted, not ar
argument in favour of additional increases

= The PUB may wish to consider two other steps

~An admonishment to Manitoha Hydro to consider what steps it could take internally to reduce costs if the
drought conditions were to continue into next year or beyond

»A commitment that the PUB would consider further action on rates should drought continue, if coupled with
concrete remedial action by Manitoba Hydro 207

27 Morrison Park Advisors Presentation, Exhibit CC-34, page 28.
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CAUTION SHOULD BE EXERCISED TO NOT OVER-REACT
TO DROUGHT TO AVOID “WHIPSAW” EFFECT

e Regulatory action for drought should be carefully considered:

o Rate increases are permanent, forming part of Manitoba Hydro’s revenues in
perpetuity with compounding effects:*® larger one-time rate increases can generate
more retained earnings than required;

o Historic precedent of financial results quickly reversing for changing water
conditions;>”’

o The impact on ratepayers on high one-time increases, versus more stable and
predictable rates; and

o The opportunity cost for ratepayers in paying higher than necessary rates —

ratepayers could otherwise use those funds to pay down debt or invest.?'°

28 Dilay, Fogg, November 25, 2025, page 1590.

2% See MFR 20, page 2: 2004 drought led to loss of $436M, 2006 record net income of $415M; 2022 drought led to loss of $248M, 2023 record net
income of $638M.

219 pUB Order 59/18, pages 64-65; Dilay, Fogg, November 25, 2025, pages 1591-1592.
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FINANCIAL HEALTH OF THE UTILITY: LOWER
CUMULATIVE RATES THAN MANITOBA HYDRO’S REQUEST,
WITH MORE ROBUST COST CONTROLS, ARE APPROPRIATE

¢ Financial health of the utility can be maintained through cumulative rate increases of 6.9%
over the three test years, which:

o Emphasize the medium term to 2035, considering the limited reliability of Manitoba
Hydro’s long-term projections upon which the 3.5% rate path is built and the
continuing uncertainty in Manitoba Hydro’s operations and projections;

o Include more prudent cost control than Manitoba Hydro’s projections to better
balance management action with regulatory action; and

o Are consistent with the PUB decision framework and financial metrics used as
guideposts to set rates and address drought.

e Lower rate increases better balance the cumulative rate impact on ratepayers, including
as an important affordability tool, with the financial health of Manitoba Hydro.
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FINANCIAL HEALTH OF THE UTILITY: LOWER
CUMULATIVE RATES THAN MANITOBA HYDRO’S REQUEST,
WITH MORE ROBUST COST CONTROLS, ARE APPROPRIATE

“This analysis suggests that, always assuming no change to Manitoba Hydro’s spending plans, it would
be prudent to maximize the rate increase in the current 2025/26 fiscal year, and consider rate
increases in the two following years that will, when combined with a current year maximum increase (of
4%), result in expected revenues not less than what underpins the modeled Manitoba Hydro financial
results.

HOWEVER, an even more prudent scenario would be to encourage Manitoba Hydro to reduce its
spending plans now, thereby allowing a lower cumulative three-year rate increase at this time, and
keeping in reserve some “room” to raise rates if needed in the future. Then, in the event of further
years of low water, the PUB would have the flexibility to raise rates to compensate for the repeatedly
poor financial results. Absent such a strategy, in future the PUB may find that it has no choice but to
petition the provincial government to allow rate increases greater than 4% per year in order to raise
customer revenues to a level capable of sustaining Manitoba Hydro over the longer term.”*"!

2! Colaiacovo response to Undertaking 46, Exhibit CC-37, page 3.
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2.25% RATE RECOMMENDATION INHERENTLY CONSIDERS
THE THREE PUB TOOLS TO ADDRESS DROUGHT

e Tool I: accumulated retained earnings — Manitoba Hydro actual retained earnings at March 31,
2025 are $3.2B, such that the $0.9B impacts of drought to March 31, 2025 are included in all
rate scenarios.?'?

e Tool 2: Manitoba Hydro management action — the 2.25% rate recommendation simulates
management action through reduced levels of O&A and BOC projected to 2035, effectively
decreasing the indicated rate increase by at least 1%.2"

e Tool 3: PUB regulatory action — the 2.25% rate increases allow for a gradual approach to
rebuilding retained earnings back up to levels that exceed the $2.9B estimate of a 7-year
drought.

o The 2.25% rate increases are projected to result in retained earnings of $3.1B by 2028
and $3.7B by 2035 (see table on next slide), in excess of the $2.9B estimated impact of a
7-year drought.

o Flexible approach that can be adjusted at future GRAs as the impacts of the lingering
drought are better understood.

“The — the costs of financial reserves, the costs of liquidity are a part of revenue requirement and in any
reasonable Utility structure, in any meaning of revenue requirement.”'*

212 Darren Rainkie Presentation, Exhibit CC-32, page 40.
213 Darren Rainkie Presentation, Exhibit CC-32, page 32; Coalition/MH II-117 for rate scenarios.
214 Colaiacovo, December 4, 2025, page 2905.
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2.25% RATE RECOMMENDATION INHERENTLY CONSIDERS
THE THREE PUB TOOLS TO ADDRESS DROUGHT

Summary of Projected Retained Earnings Including 2026 Drought $ Millions

2026
MH25 @ 3.5% 3,402
MH25 with 2026 Drought 2,790
Decrease re 2026 Drought (612)
CC7 @ 2.0% 3,417
CC8 @ 2.5% 3,420
Average CC7 and CC8 @ 2.25% 3,419
Less: Decrease re 2026 Drought (612)
Average CC7 and CC8 @ 2.25% with 2026 Drought 2,807

2027

3,588

2,959
(629)

3,629
3,646
3,638

(629)
3,009

2028

3,716

3,060
(656)

3,760
3,801
3,781

(656)
3,125

2035
4,658
4,111

(547)

3,951
4,610
4,281
(547)
3,734 215

213 MH 25 is from Appendix 3.1; MH25 with drought 2026 to 2028 is from Exhibit MH-43, Undertaking filed for transcript page 1,440 and for 2035 is
from Exhibit MH-49, Undertaking 26 (U) page 3, figure 3; CC7 and CC8 are from CC/MH I-117. Drought impacts are inferred from the differences in

the table above and then subtracted from the average of CC7 and CC8 (as there is no 2.25% on the record).
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INTEGRATED RESPONSE IN THE FACE OF DROUGHT

e Despite serious consideration given to a 4% rate increase for 2026, Consumers Coalition recommends
even rate increases over the three test years:

o Financial risk management in light of drought is not an exact science.

o Consumers have already paid more than the cost of power over time for the likely event of
drought (retained earnings).

o Three years of 2.25% will allow Manitoba Hydro to re-build retained earnings over time,
assuming average water.

o 4% rate increase in 2026 will come as a shock to many ratepayers, who are already facing
difficult economic circumstances and making difficult choices.

o Manitoba Hydro has not demonstrated that it is making difficult choices in its controllable costs
in response to drought, despite explicit direction by the PUB in multiple orders.

o 2.25% rates still leave room for PUB to act in later years if circumstances warrant regulatory
action and if Hydro demonstrates management action.

o Part of the Consumers Coalition drought response is to recommend less BOC deferrals than
recommended by Midgard, allowing flexibility and discretion for Manitoba Hydro

“When the Board says it is prepared to take regulatory action in combination with the use of Retained Earnings, it is in effect
saying that it will balance its response to the drought using these two tools. However, the Board expects Manitoba Hydro to
use its tools to respond to the financial effects of the drought, specifically reductions in O&A expenses and Business Operations
Capital expenditures, as described elsewhere in this Order.”*'®

216 PUB Order 9/22, page 47.
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CUMULATIVE RATES OVER TEST YEARS SHOULD NOT
INCREASE IN RESPONSE TO DROUGHT

e Even if the PUB accepts that drought response in the form of a higher rate increase in the
first year is necessary, the second and third years of the forecast should be adjusted to
reflect the total revenue requirement determined by the PUB.?"”

27 Morrison Park Advisors Presentation, Exhibit CC-34, page 28.
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MORE CERTAINTY FOR THE NEXT GRA

e By the next GRA, long-term projections and plans are likely to be known or at least much
more detailed and more reliable for rate-setting purposes:
o Approved IRP after PUB review — associated development plan will replay the
“proxy” development plan.
o New Efficiency Manitoba plan with potential updated savings targets.
o More detailed capital investment justifications for major capital projects.

“Interestingly, the results of the 2% rate increase scenario would be almost offset by a reduction of
10% of capital spending in the proxy development plan. The serendipity of this near equivalence
gives rise to the question of whether near-term rate increases should be predicated on untested and
unconfirmed early-stage “proxy” plans, particularly when a process of official plan development is
actually underway (i.e., the Integrated Resource Plan), and should be completed within a year. If the
PUB accepts evidence that suggests that future capital spending can be reasonably moderated
below the levels of Manitoba Hydro’s proxy development plan, then a prudent course would be to
approve a rate increase more consistent with reduced capital expenditures until such time as the
Integrated Resource Plan is completed, reviewed and approved. The next GRA process could then

rely on a more complete set of facts to determine appropriate rates.”*'®

28 Morrison Park Advisors Report, Exhibit CC-15, page 23.
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RECOMMENDATIONS ON REASONABLE REVENUE NEEDS IN
THE CONTEXT OF THE OVERALL GENERAL HEALTH OF
THE CORPORATION

e Cumulative rate increases over 3 years of 6.9% (2.25% each year):

o Incorporates more prudent cost controls (2% O&A escalation and 10% reduction in
BOC) to reduce indicated rates by at least 1% and achieve similar financial targets as
Manitoba Hydro’s proposed 3.5% for three years;

o Slight further reduction in rates to recognize rate-smoothing built into the 3.5%
request despite no final or approved IRP.
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RECOMMENDATIONS ON REASONABLE REVENUE NEEDS IN
THE CONTEXT OF THE OVERALL GENERAL HEALTH OF
THE CORPORATION

e PUB should direct a collaborative process regarding financial targets, financial reserves,
scenario analysis and sensitivities, and the role of, and potential enhancements to, the
uncertainty analysis (including (i) applying probabilistic threshold as directed by PUB
Order 101/23 page 74, (ii) building in management actions and regulatory actions and (iii)
assessing residual risk sufficiency of financial reserves after consideration of management
actions and regulatory actions).?"”

e In order for such a collaborative process to be set up for success, planning should be
inclusive, transparent and upfront:

o The PUB, Manitoba Hydro and interveners should contribute to the workplan up
front, including establishing scope, timeline, objectives and expected outcomes and
collectively contribute to executing the established workplan; and

o Outcomes should be principle-based”

and include a review of options and
alternatives, allowing for flexibility to respond to changes in circumstances, as

needed, within its rate-setting role.

2 Manitoba Hydro appears to agree with the concept of such a process: Fogg, November 25, 2025, page 1648; Darren Rainkie Presentation, Exhibit
CC-32, page |3; Rainkie, November 27, 2025, pages 1869-1870.

220 Colaiacovo, December 4, 2025, page 2943: “It could be a set of principles that are more flexibly applied, but nonetheless, you know, require certain
levels of financial risk management.”
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RECOMMENDATIONS ON REASONABLE REVENUE NEEDS IN
THE CONTEXT OF THE OVERALL GENERAL HEALTH OF
THE CORPORATION

e PUB to provide final approval of Joint Keeyask Development Agreement (JKDA)
Preferred Distributions Regulatory Deferral Account and proposed amortization period
of 106 years.”'

e PUB to (i) provide interim approval of the SAP Core Deferral Account in this GRA, (ii)
set an upper limit of the amount that can be deferred without additional PUB approval
(e.g. $156M placeholder), and (iii) that the final approval of this RDA be subject to the
receipt and review of adequate project justification by the PUB in a separate regulatory
proceeding with appropriate timing and process, including intervenor participation.?*

e PUB to not approve the proposed Small-Scale Cloud Computing Arrangements
regulatory deferral account, as the lower materiality of the net deferral amount and the
benefits of special treatment of these costs through an RDA do not outweigh the
concerns related to less regulatory scrutiny.””

2! Darren Rainkie Presentation, Exhibit CC-32, page 50; Darren Rainkie Report, Exhibit CC-23, pages 103-104.
22 Darren Rainkie Presentation, Exhibit CC-32, page 51; Darren Rainkie Report, Exhibit CC-23, pages 104-106.
23 Darren Rainkie Presentation, Exhibit CC-32, page 52; Darren Rainkie Report, Exhibit CC-23, pages 106-108.
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SECTION 7: APPROPRIATE ALLOCATION OF COSTS
BETWEEN RATEPAYERS
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INTER-GENERATIONAL EQUITY: RATE-SMOOTHING
IMPLICITLY BUILT INTO HYDRO RATE REQUEST

e Manitoba Hydro’s application was “based on rising prices for operating and capital inputs
during the test period, and on aggressive capital spending plans for the future.”***

e “There is an element of “rate-smoothing” for future major projects built-in to (Manitoba Hydro’s)
request, but without naming this approach explicitly, nor carefully considering the options
available to manage the challenge™**

e The 3.5% rate path is being requested in the test years to ensure that rate increases over
time are sufficient to achieve certain financial targets in the long-term, and financial
projections of financial targets assume the proxy development plan goes ahead as
described in the GRA.?*

o Manitoba Hydro is effectively asking the PUB to approve the 3.5% rates to start the
rate-smoothing process for expected capital projects, before they are publicly
reviewed or approved.

o “We certainly have a period of time right now where we expect significant investments in our —
in our assets, which are — is one (1) of the main drivers for the rate increases we're asking

for 99227

24 Morrison Park Advisors Presentation, Exhibit CC-34, page 27.
25 Morrison Park Advisors Presentation, Exhibit CC-34, page 27.
22 Dilay, Fogg, November 25, 2025, pages 1672-1674.
27 Fogg, November 25, 2025, page 1460.
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INTER-GENERATIONAL EQUITY: CANNOT BE
ADEQUATELY ADDRESSED WITHOUT IRP

“Sometimes, however, the size of an individual new component of PP&E can create a discontinuity in
an otherwise more or less smooth revenue requirement curve, and becomes a problem that requires

specific management. This issue was addressed extensively in the NFAT process™*?

“While there are many options available to prevent a sudden discontinuity in revenue requirement,
“(t)o meet appropriate regulatory process standards, decisions should be deliberate, reasoned,

transparent, based on best available evidence, proportionate, consistent, etc.”**’

“And - and what you're actually doing is blending together issues of rate smoothing around major
projects with questions of financial risk management without pulling them apart appropriately because
rate smoothing for major projects and financial risk management and the debt capacity that's required

for financial risk management of the variability of the system are two (2) different things.”**

28 Morrison Park Advisors Presentation, Exhibit CC-34, page 13.
2 Morrison Park Advisors Presentation, Exhibit CC-34, page 14.
B9 Colaiacovo, December 4, 2025, page 2919-2920.
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INTER-GENERATIONAL EQUITY: CANNOT BE
ADEQUATELY ADDRESSED WITHOUT IRP

e Manitoba Hydro’s application does not adequately address issues of inter-
generational equity that are inherent in its rate request, putting the PUB at a
disadvantage in making these decisions.

» By not addressing these issues distinctly, issues of inter-generational fairness were obscured

~Should customers today start to pay immediately for the coming costs of Bipole | & Il and new capacity
resources, or not? Why? If so, what percentage should be “prepaid”? What other options are there to manage
the discontinuities? Do we even have a clear enough definition of these costs to make this decision today?

» These projects are not included in BOC - and are therefore “major” - but have not been treated as “major” for
the purposes of rate-setting decisions

v'Dramatic change as compared to the NFAT, which explicitly considered inter-generational fairness issues
and how to manage them appropriately 231

B! Morrison Park Advisors Presentation, Exhibit CC-34, page 15.
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INTER-GENERATIONAL EQUITY: CANNOT BE
ADEQUATELY ADDRESSED WITHOUT IRP

¢ In the context of the missing IRP, it may be irresponsible to implicitly make decisions
about rate-smoothing of future Revenue Requirement discontinuities caused by major
projects.

“If the (implicit) rate-smoothing element of the current application is eliminated, does the argument for
three 3.5% increases continue to withstand scrutiny? The application makes clear that the rate
increases sought are designed to generate surplus net income to reduce debt levels in anticipation of
future major project expenditures, and are more than is necessary to cover power costs today
(assuming average water inflows)

These higher rates today mean that future rates will not have to increase as much as otherwise would
be required, which is a classic response to a future Revenue Requirement discontinuity, except not
labelled as such, and not explicitly examined or tested.””*?

¢ Inter-generational equity considerations matter to all ratepayers, and are
even more top-of-mind for MSEAC which represents Manitoba seniors - for a
significant population of ratepayers, the 20-year, or even |0-year outlook, is
not the outlook on which they may operate.

B2 Morrison Park Advisors Presentation, Exhibit CC-34, page 16.
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COST OF SERVICE AND RATE DESIGN: PRINCIPLES AND
CONTEXT

e Cost of Service Studies:
o Are to be “underpinned” by cost causation®
o Cost causation is “paramount”?**
e Rate Design interprets and applies Revenue to Cost Coverage Ratios in light of:
o Manitoba Hydro’s rate objectives®’
o Bonbright criteria®*
o Context facing Manitoba Hydro, including changes in rate base, growth in costs,
etc.””’

e Affordability of particular importance in present application.?*®

23 PUB Order 164/16, page 25.

24 PUB Order 164/16. page 27.

25 PUB Order 164/16, page 27.

¢ PUB Order 101/23, section 2.3.

27 See, for example, Order 59/18. pages 192-193. See also Order 101/23, page 167. See also Klassen, Van Hussen, December 2, 2025, pages 2392-2393.
28 PUB Order 101/23, pages 182-183.
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SECTION 39.1(1): RATES POLICIES

e Class rates must be “based on” revenue requirements “properly allocated” to each class.

Electricity and rates policies
39.1(1) It is hereby declared to be the policy of the
government that

(a) therates charged by the corporation to each class
of grid customers in Manitoba are to be based on the
revenue requirements properly allocated to that
class;

(b) the rates charged to a class of grid customers in
Manitoba are to be the same throughout the
province; and

(c) [repealed] s.M. 2024, c. 35, Sch. C, 5. 6;

(d) subject to the policy objectives set out in
clauses (a) and (b) and to the extent practicable,
rates or changes in rates should be stable and
predictable from year to year.
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SECTION 39.1(1): RATES POLICIES

e Modern principle of statutory interpretation: Text, context and purpose®”’
o Text*
= RCCs not prescribed
= “Proper allocation” not defined other than by PUB’s exercise of judgment over
revenue requirement
o Context
= S. 39.1 policies also require the application of rate design principles (stability,
predictability at (d))
" Board’s mandate to set J&R rates enshrined at s. 39(4)
o Purpose
= Guidance for the Board in exercising discretion in setting Just and Reasonable
Rates
e Post-164/16 Approach Remains Appropriate
o Manitoba Hydro continues to conduct Rate Design in substantially similar manner as
in 2023/24 & 2024/25 GRA*!

2 Bell ExpressVu Limited Partnership v. Rex, 2002 SCC 42, [2002] 2 S.C.R. 559 at para 26 and following.

0 For further discussion see Peters, Van Hussen, December |, 2025, pages 2188-2189 (Peters, Van Hussen). See also Brown, Derksen, December 9,
2025, pages 3415-3416.

2! Klassen, Van Hussen, December 2, 2025, pages 2392.
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TIMELINE TO ZONE OF REASONABLENESS

In my view, this GRA isn't being decided on — on a blank slate. The Board has already given -- or set the policy
lens for rate differentiation through Orders 59/'18, 137/'21, 9/'22, and most recently, 101/'23. So, my evidence
is about how PCOSS26, which has been filed in this Application, should be interpreted within that established
framework.**

Importantly, the Board was careful in [Order 59/18] about how to move RCCs. It didn't want the burden falling
on one (I) group at one (1) moment. And so, it said movement toward the ZOR should be shared across all
classes below or within the ZOR grounded in gradualism and fairness. And the Board was also alert to
overcorrection risk, especially recognizing that at that time, it was expected that Bipole Il was going to be imminently
coming online. So, from that very beginning, that very start, the message, in my view, was use RCCs, don't
worship them, move slowly, don't destabilize customers to get there. And | think that foundation still
-- still exists today and still matters today. **

In Orders 137/'21 and 9/'22, that direction was unchanged. The Board reinforced it in my mind. Rates continued to
be differentiated, so classes below or within the ZOR would bear more of the general rate increase. But the — in my
view, the Board sharpened its lens in those particular orders. Rate differentiation happens in a real affordability
context. Energy poverty became a defining constraint and not just a footnote. And the Board essentially
said rate differentiation cannot be pursued in a vacuum; it has to be pursued alongside solutions for those least
able to absorb rate impacts.**

22 Derksen, December 9, 2025, page 3315.
3 Derksen, December 9, 2025, pages 3316-3317.
24 Derksen, December 9, 2025, page 3317. See also Kelly Derksen Presentation, CC-36, pages 6-8.
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TIMELINE TO ZONE OF REASONABLENESS

e Considerable progress toward ZOR made in latest rate period, with only three customer
classes remaining outside.”*
* No longer expecting to achieve ZOR for all classes by 2028.
o Order 59/18 timeline extended due to missed opportunities for rate
differentiation®*

= 2019/20 differentiation only for GSS-ND
" | egislated increase in BITSA, 2020
= No change in 2022/23
" No increase in calendar 2025

2 Klassen, Van Hussen, December 2, 2025, pages 2398-2399.
26 Klassen, Van Hussen, December 2, 2025, pages 2399-2401. See also PUB Order 59/18, page 26; PUB Order 101/23, pages 182-183.
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TIMELINE TO ZONE OF REASONABLENESS: CONSIDERING
AFFORDABILITY

e Returning to 2028 deadline for all classes to be in the ZOR is inappropriate in light of
worsening energy poverty and the magnitude of overall rate increase recommendations
before the Board.

e Order 101/23 attenuated differentiation remains informative

o +0.43% to - %1.49 failed to adequately consider affordability; rejected in favour of a
0.9% (+0.4%, -0.5%) range on a |% overall increase.””

o Likelihood of higher rate increases in this GRA reduces ratepayers’ tolerance for
differentiated rates and above-average increases.

e Overall rate increase, rather than timeline, likely to be limiting factor in present
application.

The Board has consistently said two (2) things. First, RCCs and ZOR are guidance tools, not determinative .... And
second, the purpose of rate differentiation is to address persistent and material departures from the range. Once a
class enters the range, the rationale for giving preferential treatment, so to speak, or catch it up is no longer the same.
Put differently, the residential class has crossed an important threshold. That doesn't mean the Board
should suddenly reverse course or that residentials are now overpaying or underpaying in any absolute sense. It simply
means that the specific policy objective that satisfied higher residential increases in prior GRAs and
gradual movement towards these ZOR has been achieved for that class, at least on the basis of
PCOSS26.7%

7 PUB Order 101/23, pp 182-183.
28 Derksen, December 9, 2025, pages 3324-3325.
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INTERPRETING RCCS IN MANITOBA HYDRO’S CURRENT
CONTEXT

So, in practical terms, the limitations of a one () year PCOSS do not eliminate the RCC usefulness, but
they make context essential. And that's why | believe the Board applied other rate making objectives
like stability, gradualism, simplicity, affordability for purposes of interpreting RCCs, and especially when
multiyear rates are being set against a highly uncertain outlook as part of rate design.”*’

e Manitoba Hydro’s context is highly relevant to the interpretation of RCCs.>°

o Treatment of Net Export Revenue in Order 101/23%'
o Treatment of Bipole Ill in Order 59/18%*
e Reducing Net Export Revenue will bring classes closer to ZOR.>’
o If PCOSS26 were run today, all but GSS-ND would likely be in ZOR.>*
¢ Increasing Generation and Transmission Spending will disproportionately move GSL
classes toward ZOR >
o Differing reliability needs for future consideration as project justifications are
generally not taken into account*

29 Derksen, December 9, 2025, page 3323.
50 Klassen, Van Hussen, December 2, 2025, page 2395.
B! PUB Order 101/23, page 167.
22 PUB Order 59/18, pages 192-193.
33 Klassen, Van Hussen, December 2, 2025, page 2419.
24 Derksen, December 9. 2025, page 3327.
255 Van Hussen, December 1, 2025, page 2293. See also Klassen, Van Hussen, December 2, 2025, page 2418; Derksen, December 9, 2025, page 3326.
B¢ Klassen, Van Hussen, December 2, 2025, pages 2413-2414.
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INTERPRETING RCCS IN MANITOBA HYDRO’S CURRENT
CONTEXT

e Treatment of payments to Government to should reflect nature of payment relief; should
not drive GSL-favourable differentiation.

We know that the government payment relief is expected to total approximately $9 1/2 dollars over
Manitoba Hydro's twenty (20) year projection, which equates to about $475 million per year, which is
nearly the size of another Keeyask and Bipole...In other words, the effect of incorporating those
reduced government payment relief fees is to push up the RCCs of the largest GSL classes. Manitoba
Hydro fully acknowledges this consequence. It states that it fully expected that reductions or elimination
of government fees will result in larger percentage decreases for GSL customers than for other classes.

This is not the part that's contentious. The part that is the contentious is, okay, what do we do about
. 257
It.

57 Derksen, December 9, 2025, page 3328.
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COMMENTS ON “SELF-CORRECTING” RCCS

e RCCs will reflect Manitoba Hydro’s revenues and costs, which will shift over time.
¢ Independent evidence identifies impacts of known changes in Manitoba Hydro’s costs and
revenues on Cost of Service Study results.
o Skepticism of these outcomes due to O&A growth ignores considerable difference in
scale between G&T investment vs O&A escalation.
o Also ignores COSS treatment of O&A that has diverted considerable cost growth
away from GSL >100kV.>®

28 Derksen, December 9, 2025, page 3337.
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CHANGING THE RECIPE: COALITION CAUTIONS AGAINST
SIGNIFICANT CHANGES TO COSS METHODOLOGY ABSENT
COMPREHENSIVE REVIEW

| caution the Board that these kinds of recommendations are not simple refinements of Manitoba
Hydro's existing cost allocation methodology. They're significant fundamental changes. These
recommendations, this one in particular, the CP, redefines what demand costs mean and are a
fundamental — could be a fundamental philosophical shift in a cost — in Cost to Service policy.*’

e Material changes proposed to COSS methodology with impacts that would be significant
either right away (Ms. Davies)**® or over time (Mr. Bowman).?'

2% Derksen, December 9, 2025, page 3348.
%0 GSS-GSM/MH 11-9.
2! Patrick Bowman Presentation, Exhibit MIPUG-20, page 24.
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DISTRIBUTION CLASSIFICATION

Initial recommendation for an evidence-based study rejected in favour of return to
Manitoba Hydro’s previous approach,’? which was rejected in Order 164/16 for lack of
evidentiary support.®®’

No guidance or analysis from Manitoba Hydro in this proceeding on an updated exercise
of its “professional judgment” beyond return to previous approach — no new proposal
from Manitoba Hydro?**

No consistent approach across other jurisdictions.**

May warrant consideration in future with support of a study, but insufficient support for
recommendation in this proceeding.

Significant impacts on RCCs should not dictate outcome,” but close scrutiny is required.

%2 Melissa Davies Presentation, Exhibit GSS-GSM 14, pages 22, 24.
%3 PUB Order 164/16, page 72.

%4 Klassen, Van Hussen, December 2, 2025, page 2433.

26 Derksen, December 9, 2025, page 3352.

266 GSS-GSM/MH 11-9.
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SYSTEM PEAK

“...it is my understanding that Manitoba Hydro system planners build the system to survive sustained,
multi-hour, high load, cold snap periods with reserves and contingencies and not, merely, just a few top,
acute, isolated hours. If that is the base — if that continues to be the basis of the planning, then it is the

— the broad fifty (50) hour CP window, is far more cost/causal for Manitoba Hydro's winter peaking
system.”®’

e Again, insufficient support in this proceeding for fewer number of hours, and if so, how
many.

e The Coalition shares concerns that use of too few hours will exclude classes’
contributions to peak demand.

o Likely changes to Manitoba Hydro’s services and demand, including Demand Response
and other initiatives potentially flowing from the IRP militate against adjusting this now.*®

e NARUC principle of 10% is widely accepted, and Manitoba Hydro’s current approach is
compliant.?’

e Non-specific recommendation (“e.g. 107?"°) without specific evidentiary support from
Manitoba Hydro or otherwise makes this difficult to implement absent further study.

%7 Derksen, December 9, 2025 Transcript, pp 3347.

%8 Klassen, Van Hussen, December 2, 2025, pages 243 1-2432.
267 Exhibit MH-40, page 15.

70 Patrick Bowman Presentation, Exhibit MIPUG-20, page 24.
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COSS TREATMENT OF WIND

e Adjustment remains premature as IRP Review has yet to take place.””"

In terms of the changes proposed by MIPUG to the classification of wind generation resources and the
functionalization of demand-side management costs, the Board finds that it is premature to
consider these changes without first having reviewed Manitoba Hydro’s integrated
resource plan. The integrated resource plan may provide additional information on the roles of wind
generation and demand-side management in meeting Manitoba Hydro’s winter peak capacity.?”

e Remains unclear how wind will be used in concert with other generation resources
o Purchased as energy*”
o Small allocation to capacity for planning purposes, subject to “continue[d]...study
o New resources likely to be added to the mix once IRP/development plan are
pursued

1274

e Caution against following practice elsewhere — limited consistent treatment, pending
regulatory approvals,”® and materially different policy environments.*’®

e Applying System Load Factor would be a drastic change; and the Board’s contemplated
middle ground (20%) is immaterial.”’”’

7! Klassen, Van Hussen, December 2, 2025, page 2430.

22 PUB Order 101/23, page 168.

273 Peters, Van Hussen, December |, 2025, page 2265.

774 Peters, Van Hussen, December |, 2025 Transcript, page 2262.

75 See, for example, Klassen, Bowman, December 10, 2025, pages 3605-3606.
76 Derksen, December 9, 2025, pages 3324-2245.

77 Derksen, December 9, 2025, page 3420.
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THE MANITOBA HYDRO ACT, S 39(5)

LICASULY DUAIU 1UL LT 1dLT poLiua.

Subject to the policies set out in section 39.1, the
corporation may propose changes to its cost
allocation method or rate design, and the
regulator may approve or disallow those changes
or require the corporation to make other changes
to them. But the regulator may not require a
change to the classification of customers for
rate-setting purposes that has not been proposed
or agreed to by the corporation.

Rates for different customers or classes of
customers must not differ based on affordability
or other socio-economic factors.

Rates within a class may differ based on the type,

lasral Ar cammhinatinn Af camncae arasndad +a tha

%78 The Manitoba Hydro Act, CCSM ¢ H190, s 39(5), Rule 4.

Loduturie uc lCElClllClllﬂ.l.l.U‘ll uc PUUL l]dﬁ 1CUuuIre,
a des fins de fixation de tarifs, la somme requise
pour appuyer le programme de dépenses en
immobilisations qui a ét€ approuvé par le Conseil
du Trésor a I'égard de la période tarifaire.

Sous réserve des politiques énoncées a
l'article 39.1, la Régie peut proposer des
modifications a sa méthode de répartition des
cofits ou a sa conception tarifaire, et l'autorité de
réglementation peut approuver ou refuser ces
modifications ou demander a la Reégie dy
apporter d'autres modifications. Toutefois, ellene
peut pas demander une modification a la
classification des clients a des fins de fixation des
tarifs si cette modification n'a pas été proposée ou
acceptée par la Régie.

278
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SECTION 8: JUST AND REASONABLE RATES IN
ACCORDANCE WITH STATUTORY OBJECTIVES
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BALANCING THE INTERESTS OF RATEPAYERS WITH THE
FINANCIAL HEALTH OF MANITOBA HYDRO

e Manitoba Court of Appeal: “The PUB has two concerns when dealing with a rate application;

the interests of the utility’s ratepayers, and the financial health of the utility. Together, and in the

broadest interpretation, these interests represent the general public interest.”*”’

7% Consumers' Association of Canada (Man.) Inc. et al. v. Manitoba Hydro, Electric Board, 2005 MBCA 55, at para 65.
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INTERESTS OF RATEPAYERS: AFFORDABILITY, EFFICIENCY

RELIABILITY, STABILITY/PREDICTABILITY

e Affordability: even though Manitoba Hydro has some of the lowest rates in the country,

the evidence demonstrates that many Manitobans are struggling to pay their electricity
bills, especially in the midst of many other rising costs.

o Manitoba Hydro’s proposed rate increases will exacerbate this challenge.

o Lower rates overall are the most important PUB tool to address

affordability and energy poverty.

Reliability: residential customers report high levels of satisfaction with reliability and
Manitoba Hydro outperforms the national average on this metric.”®
Stability/predictability: rate increases that are aligned with projected levels of inflation can
be considered to be congruent with the practice-related attribute of ratemaking of

general acceptance.”®’

280 Manitoba Hydro Application, MFR |- Attachment I, p 35 & MFR | — Attachment 2, page 8.
2! Darren Rainkie Presentation, Exhibit CC-32, page 43.
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RECOMMENDATIONS ON JUST AND REASONABLE RATES

e Across-the-board rate increases of 2.25% for each of 2026, 2027, 2028
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SECTION 9: BILL AFFORDABILITY AND ENERGY POVERTY
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DEEPENING GAP - LOW-INCOME MANITOBANS FACE
UNACCEPTABLE CHOICES

e 22,082 Manitobans spend more than 10 percent of their income on energy costs — a single 3.5% rate

increase adds 1,500 households to the ranks of the severely burdened.”
e Manitoba Hydro acknowledges that “energy poverty has become more concentrated among the most
vulnerable [...]":**

o 38.4% of First Nations On-Reserve households;

o 37.8% of households with incomes under $25,000; and

o 18.5% of Winnipeg LICO-125 households already facing energy burdens of greater than 10% of
income.

¢ While having some of the lowest electricity rates in Canada is beneficial to all Manitobans, some
Manitobans are facing very difficult choices — in some cases, needing decide whether to purchase
electricity or food for their family. This is unacceptable.

o “Because I don’t have an income right now, so | wanted to make sure that | was reducing any of my
costs in any effective way. And so, that’s how — that’s how | was able to reduce costs. So, with — the only
other way really to reduce costs is — is with food or not buying certain food or different items there, so
this was a way | could help.”?®

e More than half of surveyed residential customers agree that their energy bill has a major impact on

their finances, requiring that they go without other things they consider necessities.”®

22 MFR 74 — Attachment | — 2023 Residential Energy Use Survey, page |51; Runa Das Report, Exhibit CC-20, page 35.
8 Manitoba Hydro Rebuttal, Volume 4, page 10.

2% Forest, December 8, 2025, pages 3069-3070.

2 COALTION/MH 1653, Attachment |, page 26.
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MANITOBA HYDRO CAN AND SHOULD PLAY AN
EXPANDED ROLE

Energy poverty is a pressing and complex issue, requiring an integrated, multi-faceted
approach to address — Manitoba Hydro acknowledges that it has a role to play*®

Despite this acknowledgement, and longstanding direction from the Board®’, Manitoba

Hydro continues to be sluggish on energy poverty, lagging behind other provinces in its
offering of bill affordability measures and programs®®®

Manitoba Hydro’s approach to evaluating its existing bill affordability programs provides
little evidence that these programs have an impact on energy poverty:

“Manitoba Hydro has not conducted or commissioned any formal evaluations
measuring the long-term effectiveness of its affordability programs.”**’
(emphasis added)

Manitoba Hydro admits that it does not gather the data from participants in its bill
affordability programs that would allow it to design programs to alleviate energy
burdens.”

28 Klassen, Galbraith, December 2, 2025, page 2436.

%7 See for e.g.: PUB Order 73/15, pages 96-97; PUB Order 59/18, page 231; PUB Order 137/21 page 14; PUB Order 101/23, pages 197-198.
288 Runa Das Report, Exhibit CC-20, page 4.

2% COALITION/MH I-192c.

20 pPeters, Galbraith, December |, 2025, pages 2301-2302.
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BUT MANITOBA HYDRO CANNOT ADDRESS THE ISSUE
ALONE

e Government of Manitoba has removed the ability of the PUB to respond to energy
poverty through rates — so government must step up:

o Cannot hide behind low electricity rates when some of its most vulnerable citizens
are facing unacceptable trade-offs.

o Must contribute to developing a strategy to address energy poverty, especially in the
context of the Affordable Energy Plan, the energy transition and rising energy rates
on the horizon.

e Efficiency Manitoba plays an important role in reducing consumption and bills.
Unfortunately, in light of the missing IRP, the review of Efficiency Manitoba’s next 3-year
plan has been delayed and ratepayers are being denied potential additional demand-side
management options.

o While some low-income customers may have the ability to influence or make decisions
about energy efficiency upgrades, many face significant barriers that limit their capacity to

act.”!

2! Manitoba Hydro Final Written Submissions, Volume 4, page 10; See also: Griffin, Hermkens, December 8, 2025, pages 3107-3108; Griffin, Saulthier,
December 8, 2025, page 3098.
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LACK OF INTEGRATED AND OUTCOME-BASED STRATEGY
TO ADDRESS ENERGY POVERTY IN MANITOBA

e No consistent definition, no repository of all initiatives that are aimed at addressing
energy poverty, no outcomes-based measurement.””

e Where data does exist, it is generally siloed among stakeholders — for e.g. income
(government) and energy consumption (Manitoba Hydro) — highlighting the need for an
integrated strategy.””

e On the MPI side of things, road safety can be seen as an analogy: “Manitoba’s Road to
Zero” set a target of zero fatalities on Manitoba roads, recognizes that diverse groups
have a role to play and reports on “the initiatives undertaken by Manitoba’s road safety
stakeholders as part of the Road to Zero plan.”**

o While not perfect, demonstrates there are ways to look at important policy issues

in 2 more holistic and principled way.

2 Das, December 4, 2025, pages 2826, 2836-2837, 2863-2864.

23 Brown, Das, December 4, 2025, page 2866.

2%42017-2020 Manitoba Road Safety Plan: Road to Zero Final Progress Report, March 2021, https://www.mpi.mb.ca/wp-
content/uploads/2023/03/Manitoba-Road-Safety-Plan_2022-Update_FINAL.pdf.
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Exhibit CC-39

SYSTEMATIC AND INTEGRATED APPROACH - DEFINE,
MEASURE AND TRACK EFFECTS OF ACTIONS ON ENERGY
POVERTY

e Government of Manitoba, Manitoba Hydro, Efficiency Manitoba must work together on a
systematic and integrated approach to addressing energy poverty, including public
engagement.

e Manitoba could be a national leader by pursuing such an approach through the
development and early implementation phases of the Affordable Energy Plan, Manitoba
Hydro’s Integrated Resource Plan and Efficiency Manitoba’s next 3-year plan.
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PAST PUB RECOMMENDATIONS ON ENERGY POVERTY

“The Province should give serious consideration to using some of these incremental revenues
to fund energy affordability programs targeted to vulnerable consumers, particularly lower
income consumers and customers residing in northern and First Nation communities.””"

“The Board recommends that the provincial government introduce a comprehensive bill
affordability program run by a government department to address energy poverty issues
faced by Manitobans throughout the province.””®

“The Board accordingly recommends that the provincial government establish an energy
poverty program to relieve the energy burden of households facing energy poverty.”?"’

25 PUB NFAT Report, page 29.
2% PUB Order 59/18, page 27.
%7 PUB Order 101/23, page 197.
143




Exhibit CC-39

RECOMMENDATIONS ON ENERGY POVERTY

e PUB should make a finding that energy poverty persists in Manitoba and has intensified for
Manitoba Hydro’s most vulnerable customers.”®

e PUB should recommend to Manitoba Hydro that it implement Dr. Runa Das
recommendations and report back on implementation in the next GRA.*”

Response to

’ Recommendations
Dr. Das , _ |
1. Strengthen disconnection protections
Rec O m m e n d ati 0 n S ¥ 2. Enhance and promote crisis supports

¥ 3. Maintain and adapt arrears tools

¥ 4. Invest in energy literacy and customer engagement
5. Introduce outcome-based program evaluation

¥ 6. Improve data collecting and reporting

¥ 7. Expand and target energy initiatives

8. Consider legislative reform for low-income based
affordability

Dr. Runa Das, Direct Evidence, Exhibit CC-33, page 20.

December 16, 2025 Manitoba Hydro | 2026-28 Electric GRA | Oral Argument 48

2% Manitoba Hydro Rebuttal Evidence, Volume 4, page 10; Das, December 4, 2025, page 2832.
2% See Manitoba Hydro Final Written Submissions, Volume 4, pages 7-14 for Hydro’s response to Dr. Das’ recommendations.
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RECOMMENDATIONS ON ENERGY POVERTY

e PUB should recommend that Government of Manitoba, Manitoba Hydro and Efficiency
Manitoba:

o Establish a provincial definition of energy poverty.

o Measure the baseline of energy poverty levels in Manitoba and set up a system to
measure energy poverty levels every year.

o Compile an inventory of current programs which address energy poverty, either
directly or indirectly, and establish a way to measure each program’s contribution to
reducing energy poverty.

= E.g. Manitoba Hydro’s bill affordability programs, Efficiency Manitoba programs
which help to reduce consumption, Employment and Income Assistance, Rent
Relief Fund

o Based on a jurisdictional review and engagement with stakeholders (including all
organizations which provide programs to assist with paying energy bills and
Manitoba Hydro GRA interveners), identify gaps in the inventory of current
programs in Manitoba (e.g. bill credit program), and provide recommendations for
which additional programs should be implemented, to be reported back in the next
GRA.
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SECTION 10: CONCLUSION

ACCOUNTABILITY, EFFICIENCY, THE VALUE OF
REGULATORY OVERSIGHT AND STATUTORY REFORM
RECOMMENDATIONS
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LOWER CUMULATIVE RATE INCREASES REPRESENT A
BETTER BALANCE, BOTH IN THE FACE OF DROUGHT AND
UNCERTAINTY

e Cumulative across-the-board rate increases of 6.9% (as opposed to 10.9%) represent a
better balance by:

o Emphasizing the medium-term to 2035 considering the limited reliability of Manitoba
Hydro’s long-term projections, the continuing uncertainty in Manitoba Hydro’s
operations and projections and the PUB’s prior decision-making framework around
uncertainty;

o Including sending a strong efficiency signal through more robust cost control than
Manitoba Hydro’s projections, as directed in many prior PUB decisions;

o Applying the PUB’s decision-making framework and financial metrics used as
guideposts to set rates and address drought; and

o Balancing the cumulative impact on ratepayers with the financial health of Manitoba
Hydro.

On behalf of ratepayers, a strong regulatory signal, grounded in PUB Orders
since at least Order 59/18, is required (in rates, directives, findings) that
Manitoba Hydro must control its costs (O&A and BOC) and come back with
reliable forecasts and projections, grounded in analysis of options.
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THE VALUE OF INDEPENDENT REGULATORY OVERSIGHT

e The objective of regulatory oversight is to hold Manitoba Hydro accountable to find
efficiencies and improvements in processes and capabilities to deliver the best products at
the best price for Manitobans.

e Manitoba Hydro would otherwise feel this pressure in a competitive marketplace = PUB
regulation acts as a proxy to competition and protects ratepayers from unfair rates and
business practices.

e Even though Manitoba Hydro operates in a monopoly, it must still earn its customers’
trust and business through its accountability and transparency in PUB hearings.

e Regulatory oversight asks tough questions of Manitoba Hydro and we must
acknowledge the hard work of thousands of employees on a daily basis,

including in the regulatory process.
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INDEPENDENT REGULATORY OVERSIGHT =
CORNERSTONE OF THE CROWN UTILITY MODEL

e The PUB’s independent review ensures rates are fair, evidence-based, and aligned with
the public interest.

e The PUB process often leads to recommendations or conditions that improve Manitoba
Hydro’s internal practices, such as asset management.

e |t also allows for public input on broader policy issues, like energy poverty and the energy
transition, a crucial component of the public review process.

e “So, yes, there is always a concern about political involvement in things like regulatory rate
setting” and “the independence of regulators ranks very highly with respect to business risk.”?®

3% Colaiacovo, December 4, 2025, page 2969.
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RECOMMENDATIONS TO GOVERNMENT FOR STATUTORY
REFORM

¢ Independence of regulator is of utmost importance to effective regulation and setting of
just and reasonable rates without political interference.

e This first application of the new rules for rate-setting have identified a number of
potentially problematic provisions which the Coalition recommends be brought to the
attention of government:

o Prescribed 3-year rate period and Cabinet gatekeeping of mid-period adjustment
creates inflexibility and risks impairing responses to changes in circumstances®'

o Appropriateness of Retained Earnings as an inherent part of rate setting®

o Role of Rate Design principles relative to class costs in setting rates’”

o Authority of the PUB to impose changes to COSS methodology without
recommendation or consent from Manitoba Hydro***

o Ability to consider prudence of near-term capital spending (heightened importance
in light of 3-yr rate period)*®

1 The Manitoba Hydro Act, CCSM ¢ H190, ss 39(1), (2), 39.4.
392 PUB/MH 1-24a; Manitoba Hydro Act, s. 39(1)
3% Manitoba Hydro Act, s. 39.1(1)(a).
3% Manitoba Hydro Act, s. 39(5), Rule 4.
3% Manitoba Hydro Act, s. 39(5), Rule 3.
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BENEFITS OF REGULATORY OVERSIGHT ARE EVIDENT

e The Consumers Coalition sees the benefits of this process as they are borne out in
customers’ rates = Manitoba has some of the lowest electricity rates in the country.

e Accountability through regulatory oversight drives prudence and efficiency for the benefit
of Manitoba ratepayers.

e The Consumers Coalition is proud to assist the PUB in its oversight role, which brings
such value to us all, as Manitobans, including by providing submissions and
recommendations to assist:

o the PUB in its decision-making process and
o Manitoba Hydro in its delivery of an essential service to Manitobans.
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THANK YOU

N

ABORIGINAL COUNCIL
OF WINNIPEG
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