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Part and 

Chapter: 

Coalition/MH I-27 Page #:  

Topic: Alternative Rate & Cost Scenarios. 

Subtopic  

 

PREAMBLE: 

In the response to Coalition/MH I-27, MH provided an Appendix 3.1 (projected financial 

statements 2025 to 2045) for 5 rate scenarios, which all had the following assumptions: (i) 

O&A costs escalating at 2% each year over the 20-year forecast period based on the projected 

2025 O&A of $744 million – excluding SAP S/4HANA costs that are being deferred and 

amortized in a regulatory deferral account (ii) Business Operations Capital expenditures that 

are 10% lower than those projected by MH in Appendix 6.4 for each year of the 20-year 

forecast period and (iii) achieving a 80% debt ratio by 2045.  

QUESTION: 

Please provide an Appendix 3.1 (projected financial statements 2025 to 2045) for the 

following rate scenarios, which all have the following assumptions: (i) O&A costs escalating at 

2% each year over the 20-year forecast period based on the projected 2025 O&A of $744 

million – excluding SAP S/4HANA costs that are being deferred and amortized in a regulatory 

deferral account  (ii) Business Operations Capital expenditures that are 10% lower than those 

projected by MH in Appendix 6.4 for each year of the 20-year forecast period and (iii) the 

requirement for a targeted debt ratio by 2045 is relaxed, such that the debt ratio is allowed 

to change based on the specific rate increase scenario. 

• CC Rate Scenario #6: 1.5% rate increases in 2026 to 2045; 

• CC Rate Scenario #7: 2.0% rate increases in 2026 to 2045; 

• CC Rate Scenario #8: 2.5% rate increases in 2026 to 2045; and 

• CC Rate Scenario #9: 3.0% rate increases in 2026 to 2045. 
 

RATIONALE FOR QUESTION: 

To understand potential alternate rate paths and associated financial metrics with different 

cost assumptions and without a targeted debt ratio in 2045.  
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RESPONSE: 

As indicated in the response to Coalition/MH I-27 (U), significant decreases in O&A and 

business operations capital assumed in these alternative scenarios would affect Manitoba 

Hydro’s ability to provide safe and reliable service.  Manitoba Hydro does not believe the 

underlying cost assumptions underpinning these scenarios are reflective of the financial 

pressures that Manitoba Hydro and similar utilities across North America are currently facing 

related to skilled labour and capital investment requirements. Accordingly, the results of the 

financial scenarios that were requested by the Coalition, which assume that these necessary 

expenditures can be removed, while revenues remain unchanged, is unrealistic and does not 

accurately reflect Manitoba Hydro’s actual current circumstances. As such, the results and any 

potential conclusions drawn from these scenarios should be interpreted with extreme 

caution. 

Figures 3 through 10 below provide projected financial statements and key financial measures 

of alternative scenarios to the financial forecast all assuming (i) 2% escalation of O&A and (ii) 

a 10% reduction in business operations capital with varying rate paths as outlined in Figure 1. 

Figure 1: Comparison of Alternative Scenario Rate Paths 

Rate Alternative Rate Path from 

2025/26 – 2044/45 

Cumulative Percent 

Increase in 2044/45 

Debt Ratio in 

2044/45 

#6 1.5% 35% 105% 

#7 2.0% 49% 96% 

#8 2.5% 64% 85% 

#9 3.0% 81% 74% 

Despite the significant cost reductions included in these alternative scenarios, scenario #6 

with a 1.5% rate path demonstrates net losses in 15 years of the 21-year forecast period. The 

financial forecast underpinning this Application projects average net income of $147 million 

in the first decade and $273 million in the second decade; in contrast, scenario #6 projects 

only $13 million in average net income over the first decade and average net losses of $666 

million over the second. The 1.5% rate path, combined with the cost reductions, yields 
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negative retained earnings by 2041/42, which continues thereafter with the debt ratio 

peaking at 105% in 2044/45.  

Similarly, scenario #7 with a 2.0% rate path experiences net losses in 14 years of the 21-year 

forecast period. Scenario #7 projects $77 million in average net income over the first decade 

and average net losses of $347 million over the second decade. These low levels of net income 

lead to rapidly declining levels of retained earnings with only $485 million left by 2044/45. 

Under this scenario, the 2044/45 debt ratio is projected to be 96%. 

Scenario #8 with a 2.5% rate path shows overall low levels of net income with 5 years of net 

losses in the 21-year forecast period with $143 million in average net income over the first 

decade and average net losses of $6 million over the second decade. The results demonstrate 

stagnant growth in retained earnings from the first to the second decade. The 2044/45 debt 

ratio is projected to be 85%, demonstrating only marginal improvement from the 86% debt 

ratio forecast in 2024/25. 

Scenario #9 with a 3.0% rate path projects average net income of $210 million in the first 

decade and $356 million in the second decade. This scenario demonstrates that despite the 

significant and impractical reductions to O&A and business operations capital from the 

financial forecast, a 3% even annual rate path is still required to avoid further deterioration of 

the debt ratio and prevent multiple years of forecasted net losses. 

The graphs in Figure 2 compare the requested alternative scenarios #6 through #9 and the 

financial forecast with different cost assumptions from Figure 4 and 5 of Coalition/MH I-27 

(U) for several key financial measures. 
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Figure 2: Comparison of Key Financial Measures 

 

  



 Fiscal 2026 to 2028 General Rate Application 

 COALITION/MH II-117 

 

September 4, 2025 Page 5 of 40 

Figure 3: Financial Statements for 1.5% Rate Path with Different Costs 
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Figure 4: Key Financial Measures for 1.5% Rate Path with Different Costs 
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Figure 5: Financial Statements for 2.0% Rate Path with Different Costs 
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Figure 6: Key Financial Measures for 2.0% Rate Path with Different Costs 
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Figure 7: Financial Statements for 2.5% Rate Path with Different Costs 
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Figure 8: Key Financial Measures for 2.5% Rate Path with Different Costs 
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Figure 9: Financial Statements for 3.0% Rate Path with Different Costs 
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Figure 10: Key Financial Measures for 3.0% Rate Path with Different Costs 
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