
 

 
 

 
 
 
  

 

Evidence in the Manitoba Hydro 2025/26 – 
2027/28 General Rate Application (GRA) 

Submitted to: 
 

Manitoba Public Utilities 
Board (PUB) 

 
Submitted for: 

 
General Service Small 
and General Service 
Medium (GSS-GSM) 

Intervenor 
 

Submitted on: 
 

September 17, 2025 

Prepared by: 
Melissa Davies, Consultant 
MNYD Consulting Inc.  



Evidence of M. Davies in the Manitoba Hydro 
2025/26 – 2027/28 General Rate Application 

September 17, 2025  Page 2 
 

Author Profile 
 

Melissa Davies of MNYD Consulting Inc. has worked in utility economic regulation for over 15 
years. Melissa’s experience covers seven different Canadian jurisdictions, working for regulators, 
utilities, large industrial customer groups, and small residential and business intervenors. Melissa 
has been primarily involved in regulatory proceedings involving revenue requirement, cost of 
service, rate design, and integrated resource planning. Melissa has provided expert evidence in 
six proceedings. Melissa holds an MBA in Finance and Sustainability. 

  



Evidence of M. Davies in the Manitoba Hydro 
2025/26 – 2027/28 General Rate Application 

September 17, 2025  Page 3 
 

 
 

Table of Contents 
 

1.0 Introduction 4 
1.1 Summary of Recommendations 4 
2.0 Overview and Approach to Revenue Requirement Review 6 
3.0 Manitoba Hydro 2025/26 to 2027/28 Revenue Requirement 9 
3.1 Scoping for Review of Revenue Requirement 9 
3.2 Net Income 10 
3.3 Operating & Administration (O&A) Expense Cost Control 12 
3.3.1 Vegetation Management 12 
3.3.2 SAP S/4 HANA Project 17 
3.3.2.1Proposed Amortization Period 17 
3.3.3 Salaries and Wages 18 
4.0 GSS and GSM Rate Classes 21 
4.1 Overview of GSS & GSM Rate Structures 22 
4.1.1 GSS and GSM Rate Comparison to Unit Costs 23 
5.0 Load Research Update and Impact on COSS Allocators 26 
6.0 Cost of Service Study (COSS) 29 
6.1 Background - COSS Distribution Classification Methodology 29 
6.2 COSS Distribution Classification to Demand and Customer 30 
6.3 Approach for Classification Weighting 35 
7.0 Rate Design – RCC Rebalancing 38 
Appendix A: Resume 39 

 

 
 
 
  



 Evidence of M. Davies in the Manitoba Hydro 
2025/26 – 2027/28 General Rate Application 

September 17, 2025  Page 4 

1.0 Introduction 
This Evidence has been prepared for the General Service Small and General Service Medium 
(GSS-GSM) Intervenor by Melissa Davies of MNYD Consulting Inc.. Ms. Davies’ qualifications 
are provided in Appendix A.  
In preparation of this Evidence, Ms. Davies was asked to identify and evaluate potential issues 
and considerations to ratepayers, specifically customers served in the General Service Small 
(GSS) and General Service Medium (GSM) rate classes, arising in the General Rate Application 
(GRA) filed by Manitoba Hydro before the Manitoba Public Utilities Board (PUB), for across-the-
board rate increases of 3.5% on each of January 1, 2026, January 1, 2027 and January 1, 2028.  
The Evidence was drafted on issue areas within the scope approved by the PUB in Order 69/25. 
Additionally, Ms. Davies prepared this Evidence in coordination with experts from the Consumers 
Coalition and Manitoba Industrial Power Users Group (MIPUG) to avoid duplication on revenue 
requirement areas as directed by the PUB in Order 69/25. 

1.1 Summary of Recommendations 
The following recommendations are addressed in this Evidence: 

1. Approach to Revenue Requirement Review (Section 2): The current context for this 
GRA makes the traditional approach to setting Manitoba Hydro’s rates based on a 20-year 
financial forecast trajectory difficult. As a result, the PUB should prioritize review of the 
individual year revenue requirement for 2025/26 to 2027/28 and set test year rates that 
provide sufficient revenue to recover costs for these years. 

2. Net Income (Section 3.2): Rate increases of 3.5% for each test year are not warranted 
based on test year revenue requirement, which as it stands incorporates considerable 
cost escalations (revenue decreases) while additionally collecting over $241 million 
cumulatively in net income prior to any rate increases and/or cost adjustments ordered by 
the PUB. Rate increases in line with inflation would balance the current economic 
constraints faced by ratepayers today, while still demonstrably contributing to retained 
earnings (cumulatively $406 million over the test years) and maintaining Manitoba Hydro’s 
financial targets. 

3. Operating & Administrative (O&A) Expense (Section 3.3): Specific O&A areas to focus 
cost control include: 

a. Vegetation Management (Section 3.3.1): Without a long-term Vegetation 
Management Plan, it is difficult to definitively assess the level of cost increases 
Manitoba Hydro is requesting in the test years related to distribution-related 
Vegetation Management. However, Manitoba Hydro has not demonstrated 
justification for the frontend loading of cost increases to address what is claims is 
a longer-term issue. While Vegetation Management is critical, Manitoba Hydro’s 
filings show that reliability is already strong relative its peers, industry cycle 
benchmarks are broader than Hydro is aiming to achieve, and labour/cost 
uncertainties question whether Hydro can carry out its proposed increased activity. 
Overall, a more measured cost increase in the test years that prioritizes the highest 
priority backlog until a long-term Vegetation Management Plan can be filed seems 
reasonable for ratepayers while still prioritizing reliability and safety. 

b. Vegetation Management (Section 3.3.1): Longer-term, to ensure Vegetation 
Management is undertaken in a manner that maximizes expenditure while 
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protecting rate impacts, the PUB should direct Manitoba Hydro to include in its 
long-term Vegetation Management Plan:  

i. Forecast expenditures based on a bottom up (activity/span) plan that 
shows paced activity to achieve a stepped improvement in provincial cycle 
time, in line with peer utilities. For efficiency purposes, activity should 
continue to prioritize areas at highest risk of outage and customer density 
to help extend the targeted provincial cycle time;1 

ii. Benchmarks/KPIs that tie vegetation management activity and budget 
increases to measurable and material reliability and/or asset condition 
improvements; and 

iii. Reporting on how Manitoba Hydro is addressing qualified labour 
shortages, including retention strategies to actualize cost efficiencies from 
retaining experience of production and crew (even though they are 
externally contracted). 

c. SAP S/4 HANA Project (Section 3.3.2): In setting rates for the 2027/28 test year 
(and the longer-term implications of this) the PUB should consider taking one of 
the following approaches:  

i. Capitalize all expenditures related to the SAP S/4HANA ERP project until 
Manitoba Hydro can justify the magnitude of expenditure and the 
appropriate level of costs to amortize in rates; and/or 

ii. Extend the amortization period on the basis of the SAP S/4HANA being a 
transformational project which Manitoba Hydro is committed to using over 
the long-term, to a span closer to the previous ERP system, 15 to 20 years. 
This would better match the expected overall life of a transformational 
project such as an Enterprise Resource System. This would reduce 
revenue requirement by $5 – 10 million starting in 2027/28. Future 
upgrades/expansions should also be amortized over this length of time, 
subject to revision if a terminal retirement date is established. 

d. Salaries and Wages (Section 3.3.3): The PUB should set rates for the test years 
that include reduced O&A spending. At a minimum for the test years, operational 
Salaries & Wages and Overtime should be held at a flat 2% inflationary factor. If 
increases are needed in this category at a higher level to cover union settlements 
it should come from offsetting savings in other O&A cost categories. This would 
reduce O&A expense in the test years by approximately $50 million cumulatively 
over the test years (approx. $14.75 million reduction to annual Salaries & Wages, 
$1.5 million reduction to Overtime). 

4. GSS and GSM Rate Structures (Section 4): Given the diversity of customer mix within 
the GSS and GSM classes and the complexity of the current rate structure, it is worthwhile 
for Manitoba Hydro to undertake a similar type of review for these rate classes. Specifically 
an analysis that looks at potential cross-subsidies, overlap between the GSS and GSM 
rate classes, potential de-harmonization between the GSS-ND and GSS-D classes 
(following suit from the de-harmonization of GSS-D and GSM in the last GRA) and 
potential simplification to the current rate structure. The PUB should direct Manitoba Hydro 

 
1 Coalition/MH I-48d 
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to consult with these customer classes and file in the next GRA or potentially a Rate 
Design specific proceeding. 

5. Load Research Methodology Changes (Section 5): Manitoba Hydro’s new 5 year 
hourly load shape approach in its Load Research Report should not be accepted for use 
in the Cost of Service Study. The 2022/23 Load Research single year results should be 
used for the basis of cost allocation in PCOSS26.  

6. Cost of Service Methodology related to Distribution Classification for Poles & Wires 
and Transformers (Section 6): Manitoba Hydro should be directed by the PUB to 
undertake a study that: 

a. Determines which distribution plant costs are best aligned to a classification split 
between customer and demand (specifically to include Poles & Wires but 
potentially Transformers as well);  

b. Determines the most effective methodology based on cost casualty to split 
distribution plant costs between customer and demand (including a Minimum 
System study with a PLCC adjustment, similar to other Canadian utilities who have 
recently undertaken this analysis);  

c. Confirm whether the C23 (unweighted customer numbers with adjustments for 
secondary updated from PCOSS14) and D36 (NCP with adjustments for 
secondary) remain the appropriate allocators and/or suggest new ones; and 

d. Include in this review the continued appropriateness of the primary and secondary 
adjustment split for Poles & Wires as 70% primary and 30% secondary, as this 
split was also established in 1991 (an issue that ultimately resulted in removal of 
the classification split in the 2016 COSS) and has not been updated since. 

The results of this study should be incorporated into the next Cost of Service Study 
(PCOSS29), if not sooner.  
Alternatively, there are two other options that could be implemented in this proceeding on 
the basis of professional judgment that fall within Canadian utility benchmarking – and in 
line with the PUB’s recent Centra Order: 

e. Revert back to the 60% demand/40% customer split used prior to 2015 (results as 
shown in GSS-GSM/MH II-9b); or 

f. Use the primary/secondary split percentages to establish classification with 
primary classified as 100% demand and secondary as 100% customer (i.e. results 
in 70% demand/30% customer).  

7. Revenue Cost Coverage Ratio Rebalancing (Section 7): The PUB should direct rate 
increases to comfortably ensure all rate classes are within the zone of reasonableness by 
the end of the test years without offsetting increases to the rate classes already within 95 
– 105% RCCs. Any remaining revenue reductions that may result from this proceeding 
should then be applied uniformly to all rate classes. 

2.0 Overview and Approach to Revenue Requirement 
Review 

Manitoba Hydro’s approach to rate setting is atypical for Canadian jurisdictions in that it typically 
sets rates based on a fulsome 20-year financial forecast trajectory, where other utilities set rates 
over the short-term context of the test years being reviewed. Manitoba Hydro’s approach includes 
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balancing long-term capital impacts and financial targets to ensure adequate long-term cash flow 
and retained earnings amongst other financial market-driven considerations. This approach has 
historically been helpful for ratepayer stability and predictability.  
However, the current context for rate setting has a considerable amount of long-term uncertainty 
that makes setting rates based on a long-term trajectory difficult at this time. This includes: 

- Financial & System Resourcing Uncertainty: The 20-year financial forecast includes 
financial impacts of capital additions that are based on an untested resource plan;2 

- Rate Setting Approach Uncertainty: Net income and rates are set on unsupported 
financial targets as the Provincial Government removed references to and consideration 
of the debt-to-capitalization ratio for electricity rate setting with Bill 37,3 and Manitoba 
Hydro is currently undertaking a Financial Target Review so not formally adopting 
replacement financial measures or targets at this time;4  

- Customer Load Uncertainty: The 20-year load forecast includes 1.3% forecast annual 
average growth even though actual average load growth has been 0.1%/year over the 
past 10 years.5 Long-term energy growth in the load forecast is being driven by electric 
vehicle usage, accounting for almost 40% of the load forecast’s growth by 2043/44,6 which 
in actuality is uncertain given federal government easing of EV mandates. It is also being 
driven by General Service Top Consumer growth of 1.6% on average per year even 
though these consumers have seen a yearly decrease of -1.2% over the last 10 years.7 
Currently there is considerable uncertainty for new/expanding industrial customers in the 
future with the introduction of Bill 28 (which amends The Manitoba Hydro Act to add new 
regulations and costs for service extensions above 5 MW).8 While the 20 year load 
forecast is in scope for this proceeding, a comprehensive review of long-term demand is 
more appropriately reviewed a forthcoming Integrated Resource Plan (IRP) proceeding, 
when forecasts for both supply and demand (especially electrification potential9) can be 
equally assessed to ensure assumptions are consistent and reasonable; 

- Economic Uncertainty: Bigger picture for ratepayers and Manitoba Hydro there is 
considerable economic uncertainty and volatility at present with US tariffs and trade 
uncertainty (which could impact not only ratepayer usage but export revenue), slowed 
Canadian population and GDP growth, and changing government policy impacts 

 
2 Manitoba Hydro is calling these capital additions its ‘proxy development plan’, with plans to file an IRP for approval by the government 
of Manitoba at a later date. Presumably it will be reviewed by the PUB thereafter. As discussed in section 2.6.3 of Tab 2. 
3 Tab 3, page 34 
4 Tab 3, page 34 - 35 
5 Firm energy growth (adjusted for DSM savings) is forecast to increase from 25,870 GWh (weather-adjusted) in 2023/24 to 33,778 
GWh in 2043/44, for a 20 year average growth rate of 1.3%. Appendix 4.1, pages v 
6 EV cumulative energy is currently minimum and forecast to grow to 2,982 GWh by 2043/44 as per Appendix 4.1, page 31 of 73 
7 Appendix 4.1, pages 20-21 of 73 – total forecast growth less DSM from 2023/24 to 2043/44 is 1,731 GWh, roughly 23% of total 20 
year load forecast growth. 
8 Available online: https://web2.gov.mb.ca/bills/43-2/b028e.php  
9 For example, Manitoba Hydro states in response to GSS-GSM/MH II-22b that it is assessing electrification potential in the upcoming 
2025 IRP 

https://web2.gov.mb.ca/bills/43-2/b028e.php
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(including eliminating the federal carbon tax).10 Household credit market debt is rising,11 
which also impacts the General Service rate classes, which are seeing payment 
delinquency rates rise as a result of economic uncertainty and reduced spending from 
consumers.12 Presently, ratepayers do not have as much discretionary income to absorb 
rate increases that fund potential future investment; and 

- Lack of Supporting Information Impacting the Test Years: There are a few operating 
cost areas in this proceeding that have a lack of supporting information that are 
nevertheless driving rates in the short- and longer-term. This includes a Vegetation 
Management Improvement Plan a business case for the SAP S/4HANA enterprise project. 
This is discussed more in Sections 3.3.1 and 3.3.2 of this Evidence. 

While financial forecasting and rate setting is inherently an uncertain process, it is important to 
limit risks, to the extent reasonably possible, and ensure ratepayers are not unduly burdened.  
Manitoba Hydro has established approaches to analyzing standard levels of uncertainty, filed in 
Appendix 3.2 – Uncertainty Analysis. It examines the financial implications of key planning 
assumptions through sensitivity analysis, including water flows, export prices and interest rates. 
To be clear, the uncertainty highlighted in the list above is different than what is covered in 
Appendix 3.2 and largely relates to planning assumptions included in the longer term that have 
not been properly assessed yet for reasonableness but nevertheless are impacting the proposed 
test year rate increases. 
Manitoba Hydro asserts the uncertainties of the evolving energy landscape will impact years 
beyond the test years and should be reviewed in future regulatory processes.13 While future 
regulatory processes, including a Financial Target review and Integrated Resource Plan review, 
are better suited to address these longer-term issues (as the record for these future proceedings 
will be more focused and fulsome), assumptions included in the current long-term financial 
forecast are influencing the rates being proposed for the current test years. Future GRAs will be 
better equipped to make rate decisions incorporating these longer-term impacts once the records 
of upcoming proceedings are settled. 
As a result, the approach taken in this evidence is similar to many other Canadian jurisdictions 
and assesses the proposed rate increases based solely on the test year revenue requirement, 
i.e. the short-term. It is not necessarily being recommended that a short-term approach become 
the norm moving forward, however it is prudent for this proceeding in an effort to limit the impacts 
of uncertain long-term issues on current ratepayers, coupled with the timing of this review.  
Recommendation: The current context for this GRA makes the traditional approach to setting 
Manitoba Hydro’s rates based on a 20-year financial forecast trajectory difficult. As a result, the 
PUB should prioritize review of the individual year revenue requirement for 2025/26 to 2027/28 
and set test year rates that provide sufficient revenue to recover costs for these years.  
  

 
10 See for example the Canadian Outlook by the Bank of Canada, published July 30, 2025 
11 Canadian household saving rates are dropping, and the ratio of household credit market debt as a proportion of household 
disposable income rose for the third consecutive quarter, as per Statistics Canada, September 11, 2025 reporting, available online: 
https://www150.statcan.gc.ca/n1/daily-quotidien/250911/dq250911a-eng.htm  
12 As detailed in Winnipeg Free Press article, dated September 16, 2025, Missed payments by Manitoba small businesses rise, by 
Gabrielle Piche, available online: https://www.winnipegfreepress.com/business/2025/09/16/missed-payments-by-manitoba-small-
businesses-rise  
13 Tab 3, page 5 

https://www150.statcan.gc.ca/n1/daily-quotidien/250911/dq250911a-eng.htm
https://www.winnipegfreepress.com/business/2025/09/16/missed-payments-by-manitoba-small-businesses-rise
https://www.winnipegfreepress.com/business/2025/09/16/missed-payments-by-manitoba-small-businesses-rise


Evidence of M. Davies in the Manitoba Hydro 
2025/26 – 2027/28 General Rate Application 

September 17, 2025  Page 9 
 

3.0 Manitoba Hydro 2025/26 to 2027/28 Revenue 
Requirement  
3.1 Scoping for Review of Revenue Requirement 

Manitoba Hydro’s General Rate Application is requesting overall rate increases equal to 3.5% for 
all rate classes on each of January 1, 2026, January 1, 2027, and January 1, 2028. Each rate 
increase adds $70 - 75 million to forecast revenue over twelve months.14  
The main changes in Manitoba Hydro’s financial forecast driving rate increases compared to 
2024/25 are shown in the table below, and include: 

- Overall revenue is increasing by $200 million by 2027/28 driven primarily by, i) increased 
revenue from the proposed rate increases of $168 million by end of 2027/28 (i.e. March 
31, 2028 – three months into the final rate increase requested), ii) increased revenue from 
load growth of $136 million by 2027/28, and iii) reduced export revenue from 2024/25 to 
2027/28 cumulatively of -$109 million; 

- The main cost drivers to Revenue Requirement include O&A, which is increasing by $123 
million (after adjusting for the SAP S/4HANA expenditures) by 2027/28, 15 and 
depreciation and amortization expense which is increasing by $54 million. These 
increases are partially offset by a decrease to Capital Tax of $119 million by 2027/28. 

- Finally, the largest cost driver is the increase to Net Income of $192 million by 2027/28, 
from -$64 million in 2024/25 to $127 million in 2027/28. Manitoba Hydro is proposing to 
collect $532 million in cumulative Net Income over the three-year test period (or $532 
million cumulative after removal of non-controlling interests). 

 

 
14 Appendix 3.1, page 3 of 13 
15 From Tab 2, page 35 of 40 and Tab 9, Financial Information MFR 16 Attachment, pages 2-3, O&A spending before the SAP 
S/4HANA Core costs is $781 million in 2025/26 and $831 million in 2026/27 with SAP S/4HANA spending of $19 million in 2025/26 
and $137 million in 2026/27 included in the O&A forecast provided IFF26 in each respective year. Amortization of this expenditure 
starts in the 2027/28 test year of $16 million. For the purposes of this comparison $781 million is used for 2025/26, $831 million for 
2026/27 (i.e O&A before SAP S/4HANA expenditures) and $851 million + $16 million = $867 million (O&A with proposed SAP 
S/4HANA amortization) is used for 2027/28 to represent full O&A costs charged in rates. In IFF26 these amounts are adjusted within 
the net movement in regulatory deferral line.   
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Table 1: Manitoba Hydro Financial Forecast, with O&A Adjustments ($ Millions)16 

 
For the scope of this evidence and in accordance with PUB Order 69/25, the main cost drivers 
over the test period are reviewed in more detail below, including net income and O&A. 

3.2 Net Income 
Manitoba Hydro’s general approach to setting rates includes forecasting equal rate increases in 
each year based on a long-term rate path that bolsters retained earnings to a level that meets 
long-term financial targets/requirements.17 As discussed above, there is uncertainty in this 
proceeding impacting the level and timing of appropriate retained earnings, due to Manitoba 
Hydro’s ongoing Financial Target review. While Hydro proposes some metrics for consideration 
in this review, including the ‘long-standing’ metric of the debt ratio and others including the 10-

 
16 MFR 22, Financial Information Attachment 1 with adjustments made to O&A expense for 2025/26 to 2028/29 and in net movement 
in regulatory deferral for 2027/28 and 2028/29 for SAP S/4HANA costs to remove capital expenditure and add back amortization in 
2027/28, originally included in net movement in regulatory deferral, as found in Tab 9, Financial Information MFR 16 Attachment, 
pages 2-3 
17 Tab 2, page 11, the 20-year forecast includes holding the debt rate steady for the first decade with gradual improvement of Manitoba 
Hydro’s debt ratio and overall financial health thereafter. 

Actual Forecast Test Year Test Year Test Year Plan Variance

For the year ended March 31 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29
2024/25 to 

2027/28

REVENUES

Domestic Revenue
at approved rates 1,847           1,915           1,989           2,031           2,051           2,063           136              
additional -                -                21                  93                  168               247               168              

Extraprovincial 872               856               867               771               748               744               (109)            
Other 34                  32                  33                  35                  36                  38                  5                   

2,753           2,803           2,910           2,930           3,003           3,092           200               

EXPENSES

Operating and Administrative 708               744               781               831               867               895               123               
Finance Expense 996               1,019           1,005           999               985               974               (35)               
Finance Income (55)                (49)                (39)                (37)                (40)                (32)                10                 
Depreciation and Amortization 614               633               644               662               686               700               54                 
Water Rentals and Assessments 62                  67                  76                  77                  75                  76                  9                   
Fuel and Power Purchased 350               248               184               164               199               203               (49)               
Capital and Other Taxes 166               165               42                  44                  46                  47                  (119)             
Other Expenses 332               115               88                  78                  83                  79                  (32)               
Corporate Allocation 12                  10                  10                  10                  10                  10                  (0)                  

3,185           2,951           2,791           2,828           2,911           2,950           (40)                

Net Income before Net Movement in Reg. (432)             (148)             119               101               92                  141               240               

Net Movement in Regulatory Deferral 296               81                  108               94                  47                  39                  (34)               
Net Income (136)              (67)                 226                196                139                181                206               

Net Income Attributable to:
Manitoba Hydro (135)              (64)                 218                187                127                168                192               

Total Non-Controlling Interests (1)                   (3)                   8                    9                    12                  12                  15                 
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year average net income,18 these are long-term guideposts that allow for considerable flexibility, 
especially in the shorter-term.  
When considering adequate net income purely for the test years in review, meaningful changes 
in the proposed rate increases will not have a major impact on Manitoba Hydro’s reported financial 
metrics – simply put current rates are adequate to cover current operations. This is evidenced in 
the scenario with 0% rate increases in the test years. In these years, cumulative net income 
remains resoundingly positive at $241 million and the debt ratio maintains at 86%.19  
If 2% rate increases in each test year instead of 3.5% are approved, it reduces cumulative net 
income over the three-year test period by $126 million, from $532 million to $406 million.20 The 
“average” net income over this period would be $145 million/year, on par with Manitoba Hydro’s 
10-year average net income target value of $150 million.21 This decrease in net income also 
maintains the debt ratio at 85% by 2027/28.22 
Rate increases aren’t required in the test year to cover forecast revenue requirement costs and 
are driven by the proposed increases to net income. Jurisdictions that set rates based purely to 
recover annual costs often include a Return on Equity to calculate an appropriate level of return. 
However, the provincial government as the primary financial beneficiary of Manitoba Hydro has 
other means to collect revenue - including water rentals, provincial debt guarantee fees and 
capital tax. The provincial government has made it clear that cost control and ratepayer impacts 
are its priority, reducing all three of these fees in recent years, with capital taxes being fully 
eliminated staring in 2025/26.23 
Bigger picture, Manitoba Hydro’s test year revenue requirement incorporates the following, prior 
to inclusion of increased net income: 

- Increased interest expense from additional borrowings during drought; 

- Fully absorbed financial impacts of drought, which over the same period 2021/22 to 
2024/25, also shouldered Keeyask in-service costs resulting in cumulative positive net 
income of $127 million.24 This occurred without any meaningful internal cost containment 
from Manitoba Hydro (all cost category decreases come from government fees over this 
time with O&A expense increasing by $210 million over the same 2021/22 to 2024/25 
period25); 

- Large reductions to export revenue built into the test year forecasts from the 
expiry/elimination of long-term export contracts and decreased forecast on-peak prices;26 

 
18 Tab 3, Section 3.3 Key Financial Metrics 
19 Tab 9, MFR 17, page 2 of 2 
20 A 2% rate scenario for the test years was provided in Tab 9, MFR 17 
21 Tab 3, page 35 provides the average net income over 10 years at $150 million 
22 PUB/MH I-23a, page 3 of 35, and Tab 9, MFR 17, page 2 of 2 
23 See MFRs 55 to 57 for details on financial impacts 
24 MFR 22, Figure 7, page 8 of 17, and Appendix 3.1 forecast net income of -$67 million in 2024/25 plus actual net income of -$136 
million in 2023/24, $590 million in 2022/23 and -$260 million in 2021/22. 
25 MFR 22, Figure 7, page 8 of 17, and Appendix 3.1 forecast O&A in 2024/25 of $744 million less actual O&A in 2020/21 of $534 
million 
26 GSS-GSM/MH II-4c 
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- Additions to Property, Plant & Equipment (PP&E) over the test years that are $1.25 billion 
higher than forecast for the same three-year period (2025/26 – 2027/28) in the last GRA 
impacting depreciation and finance expense;27 and 

- Annual increases to O&A spending at over double the rate of inflation, discussed further 
in Section 3.3 below. 

All this to say, Manitoba Hydro’s test year revenue requirement has built in substantial operating 
cost increases, fully absorbs impacts from past financial hurdles such as Keeyask GS in-service 
and drought, and increases costs/decreases revenue to protect from downside financial risks. To 
additionally set rates over the next three years that also collect over $500 million in net income, 
to pre-emptively start contributing towards potential future costs that will be assessed and 
quantified more accurately in due course is an overreach for current ratepayers. 
Recommendation: Rate increases of 3.5% for each test year are not warranted based on test 
year revenue requirement, which as it stands incorporates considerable cost escalations (revenue 
decreases) while additionally collecting over $241 million cumulatively in net income prior to any 
rate increases and/or cost adjustments ordered by the PUB. Rate increases in line with inflation 
would balance the current economic constraints faced by ratepayers today, while still 
demonstrably contributing to retained earnings (cumulatively $406 million over the test years) and 
maintaining Manitoba Hydro’s financial targets. 

3.3 Operating & Administration (O&A) Expense Cost Control 
Manitoba Hydro’s Operating & Administrative (O&A) costs are increasing by $123 million over the 
three-year test period from 2024/25 to 2027/28, averaging $41 million/year increase (5.5%/year), 
when including adjustment for the amortization of the SAP S/4HANA enterprise system costs 
(shown in Table 1 above). 

3.3.1 Vegetation Management 
Vegetation Management is an important component to delivering safe and reliable electricity. It is 
also a useful tool for asset management and longevity. However, budgets must ensure activities 
are properly planned and paced such that ratepayers are charged for an achievable and 
necessary amount of activity, without overcharging.  
Manitoba Hydro’s Vegetation Management spending is increasing by over 70% through the test 
years,28 with the majority of spending on the distribution system, shown in the Table below by 
function. This is on top of increases in actual vegetation management expenditures in 2023/24 
compared to forecast levels and increased expenditures incorporated into the last set of test 
years.29 Manitoba Hydro’s Transmission Vegetation Management activities have been concluded 
to be undertaken at a cadence that satisfies compliance requirements and addresses asset need 
and therefore the test year forecast does not include additional investment.30 

 
27 From the 2023 Financial Forecast (Appendix 4.1 Amended), forecast PP&E additions for 2025/26 – 2027/28 totalled $2.204 billion. 
From Appendix 3.1 in this GRA, PP&E additions over the same period are now $3.454 billion, an increase of $1.25 billion 
28 Comparing 2024/25 budget with 2027/28 test year expenditures 
29 Response to Coalition/MH I-17b for O&A related Vegetation Management expenditures 
30 Appendix 6.2, Asset Management Plan, page 174 of 189 (Appendix 2025.4 – Asset Management page A4-5). 
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Table 2: Vegetation Management Expenditures Actual FY2022 to Forecast FY2032 
($ Millions), Split by Function31 

 
For the current test years, Manitoba Hydro’s forecasting approach is to double distribution 
vegetation management (from FY2024 levels),32 which is occurring by the FY2028 test year.33 
Manitoba Hydro’s financial forecast packs the cost increases to eliminate the backlog by 2032 in 
the test years. Further increases are included in the financial forecast from 2028/29 – 2031/32 
however they are contained to inflationary levels (as shown in the table above). It is difficult based 
on the information provided to conclude whether the test year spending is properly paced and 
executed to ensure maximum reliability while minimizing overall costs and ratepayer impacts 
without a long-term Vegetation Management Plan.  
Manitoba Hydro is currently working on its long-term Vegetation Management Plan to support the 
increased expenditure; however it has not yet been completed.34  
Additionally, the following issues raise question on the validity and/or need for the magnitude of 
the cost increases Manitoba Hydro is proposing in the test years:  

1. Cycle Time Benchmarking: Manitoba Hydro’s rationale for the test year cost doubling of 
its distribution-related Vegetation Management is that the program has fallen behind due 
to cost constraints and reduction in resources. The cost constraints seem to be self-
imposed as the PUB has not restricted vegetation management spending for Manitoba 
Hydro in recent rate decisions. Manitoba Hydro is working to eliminate current backlog by 
2032 (backlog approximately equals 300,000 spans35),36 and to improve cycle time to 
within 6-8 years, in line with the industry.37  
However, Manitoba Hydro explains that industry cycle time varies greatly, with more 
northern latitudes (presumably Canada) averaging 12 - 20 years for activities such as 

 
31 Manitoba Hydro response to GSS-GSM/MH I-1(a) 
32 Appendix 6.2, Asset Management Plan, page 8 
33 From table above, with both O&A and Capital-related distribution vegetation management spending of $34.5 million, which is over 
double the actual spend in FY2024 of $17 million. 
34 Appendix 6.2, Asset Management Plan, page 8, 30 & 44. Manitoba Hydro expects to have an updated forecast in approximately 1 
year as per GSS-GSM/MH I-1b-c 
35 Response to GSS-GSM/ MH I-2(a)iv 
36 Coalition/MH I-48e 
37 Tab 5, Operating & Administrative Expenses (Updated), pages 33-34 of 37 & GSS-GSM/MH I-1a-b 

Budget
Year Ending 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
O&A
Distribution 10.7 12.4 16.5 16.9 23.4 29 32.4 33.1 33.7 34.4 35.1
Transmission 5.3 6.6 7.6 6.3 8.1 8.3 8.5 8.7 8.9 9 9.2
Generation 0.3 1.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Total O&A 16.3 20.3 24.3 23.4 31.7 37.5 41.1 42 42.8 43.6 44.5
Total O&A % Increase 24.5% 19.7% -3.7% 35.5% 18.3% 9.6% 2.2% 1.9% 1.9% 2.1%

Capital
Distribution 1.9 1.8 0.5 2 2 2 2.1 2.1 2.2 2.2 2.3
Transmission 0 0.2 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Total Capital 1.9 2 0.6 2.2 2.2 2.2 2.3 2.3 2.4 2.4 2.5
Total Capital % Increase 5.3% -70.0% 266.7% 0.0% 0.0% 4.5% 0.0% 4.3% 0.0% 4.2%

Total Vegetation Management 18.2 22.3 24.9 25.6 33.9 39.7 43.4 44.3 45.2 46.0 47.0
Total  % Increase 22.5% 11.7% 2.8% 32.4% 17.1% 9.3% 2.1% 2.0% 1.8% 2.2%

Actual Test Years Forecast
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mechanical brushing.38 As a comparison, Manitoba Hydro’s current province wide cycle 
time of 17 years already falls within this range. 39  

2. Reliability: Manitoba Hydro highlights a key reason to reduce its cycle time is that tree 
contacts are the primary cause for 24% of outages on the overhead distribution system.40 
Manitoba Hydro also notes that SAIDI and SAIFI reliability metrics provide insight into the 
effectiveness of Vegetation Management over longer periods of time.41 
Comparative to its Canadian peers however, Manitoba Hydro’s SAIDI and SAIFI outage 
statistics compare quite favourably to other Canadian peer utilities, shown in the 
reproduced graphs below.42  
While reliability improvements should always be strived for, they are not a blanket 
justification for increased costs. Compared to other Canadian utilities there does not 
appear to be an issue with frequency or duration of outages – of which tree contact is only 
a percentage of the issue.43 Manitoba Hydro’s current approach to prioritize areas at 
highest risk of outage and customer density seems to have efficiently maintained 
favourable reliability levels compared to its peers. 

 

 
38 GSS-GSM/MH I-2b, page 9 of 10 
39 Tab 5, page 33  
40 Where approx. 7% is from vegetation growing into contact with energized wires and 17.2% of failures are a result of trees falling 
onto structures or conductors, as per Coalition/MH I-47a 
41 Response to GSS-GSM/MH I-2(a)iv 
42 Graphs provided in Response to GSS-GSM/MH II-1h 
43 Manitoba Hydro states in response to GSS-GSM/MH I-3c that it has historically experienced higher tree reported outages than its 
peers, however this statistic only extends to 2023 so does not include a comparison following the large forecast increases starting in 
2021/22. Manitoba Hydro does state there is a decrease in tree contact related outage frequency starting in 2023 in response to GSS-
GSM/MH I-3d.  
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3. External Labour Shortages: Manitoba Hydro in part blames past underactivity in 

vegetation management due to a Canada-wide shortage of certified utility arborists,44 yet 
its distribution-related forecast is 100% dependent on increased works from external 
contractors.45 It is not clear how this external skilled labour shortage will be addressed to 
achieve forecast vegetation management activities in the test years.  
Manitoba Hydro also states that cost efficiencies are built into the forecast through 
increased experience of production/crew.46 However, as 100% of Manitoba Hydro’s 
workforce for distribution-related activities are external, it is not clear how Manitoba Hydro 
can control the retention of experienced external contractors and Manitoba Hydro did not 
provide information on the duration of its external services contracts or how it influences 
the level of experience retained through its contracts.47 

4. Unit Level Plan Cost Discrepancies: Currently there are discrepancies between 
Manitoba Hydro’s forecast distribution-related Vegetation Management costs and its 
breakdown of this forecast at the activity level, as shown in the Table reporting Vegetation 
Management unit level activities (“spans” which measure hydro-pole-to-hydro-pole) and 
rates below.48 There are additional inconsistencies between actual unit rates and average 
costs (both on a $/span level).49 This may be due in part because Manitoba Hydro only 
began measuring and tracking its distribution Vegetation Management programs in 
February 2022.50 

 
44 Tab 5, Operating & Administrative Expenses (Updated) page 32 of 37; Coalition/MH I-45a 
45 100% of distribution-related vegetation management activities is undertaken by external contract labour, as per GSS-GSM/MH I-
1(a)ii & Tab 5, page 30 and included in the ‘external services’ portion of the O&A forecast 
46 Manitoba Hydro response to GSS-GSM/MH II-1(d)i 
47 Coalition/MH I-46a 
48 Noted in Tab 5, page 33 of 37, while there are ‘Contract Supervision’ costs that may not be included in the activity amounts, this 
would lead to an overall value higher than the unit amounts, which is not the case in the forecast years. 
49 When comparing actual average costs provided in response to GSS-GSM/MH II-1d to the unit rates for actual years 2023/24 & 
2024/25 in GSS-GSM/MH I-a 
50 GSS-GSM/MH II-1d & PUB/MH II-42 
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Table 3: Comparison of Manitoba Hydro’s Distribution Vegetation 
Management Forecast to Unit Rates and Activity Levels51 

 
Recommendation: Without a long-term Vegetation Management Plan, it is difficult to definitively 
assess the level of cost increases Manitoba Hydro is requesting in the test years related to 
distribution-related Vegetation Management. However, Manitoba Hydro has not demonstrated 
justification for the frontend loading of cost increases to address what is claims is a longer-term 
issue. While Vegetation Management is critical, Manitoba Hydro’s filings show that reliability is 
already strong relative its peers, industry cycle benchmarks are broader than Hydro is aiming to 
achieve, and labour/cost uncertainties question whether Hydro can carry out its proposed 
increased activity. Overall, a more measured cost increase in the test years that prioritizes the 
highest priority backlog until a long-term Vegetation Management Plan can be filed seems 
reasonable for ratepayers while still prioritizing reliability and safety. 
Recommendation: Longer-term, to ensure Vegetation Management is undertaken in a manner 
that maximizes expenditure while protecting rate impacts, the PUB should direct Manitoba Hydro 
to include in its long-term Vegetation Management Plan:  

i) Forecast expenditures based on a bottom up (activity/span) plan that shows paced 
activity to achieve a stepped improvement in provincial cycle time, in line with peer 
utilities. For efficiency purposes, activity should continue to prioritize areas at highest 
risk of outage and customer density to help extend the targeted provincial cycle time;52 

ii) Benchmarks/KPIs that tie vegetation management activity and budget increases to 
measurable and material reliability and/or asset condition improvements;53 and 

iii) Reporting on how Manitoba Hydro is addressing qualified labour shortages, including 
retention strategies to actualize cost efficiencies from retaining experience of 
production and crew (even though they are externally contracted). 

 
51 Unit costs provided in response to GSS-GSM/MH II-1(a), distribution spans provided in response to GSS-GSM/MH II-1(c), total cost 
by activity calculated by multiplying both. Compared to total distribution management spending provided in response to GSS-GSM/MH 
I-1a. Note: the ‘budget 2025’ unit rate for MBC is believed to be an error as it is reported at $654/span in response to GSS-GSM/MH 
II 1-d and in response to GSS-GSM/MH I-2(a)ii 
52 Coalition/MH I-48d 
53 As of now, Manitoba Hydro’s Vegetation Management related KPIS focus solely on cost benchmarking as per GSS-GSM/MH I-2av 

Budget
Year Ending 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Distribution Unit Rates ($/span)
Tree Trimming & Pruning (TTP) 686              955              997              979              1,100             1,100             1,100             1,100             1,100             1,100             1,100             
Mechanical Brush Control (MBC) 636              614              700              987              750                750                750                750                750                750                750                
Herbicide Tree Control (HTC) 75                87                79                80                100                100                150                150                150                175                175                

Distribution Spans (Span = Hydro-pole-to-hydro-pole)
TTP 5,607           5,386           5,559           5,308           10,000           12,300           15,900           22,985           22,985           22,985           22,985           
MBC 3,960           4,857           7,319           7,425           11,827           13,947           14,000           12,954           12,954           12,954           12,954           
HTC 4,558           2,573           8,224           3,173           10,000           10,000           23,827           35,947           35,088           36,781           38,901           
Total Spans 14,125         12,816         21,102         15,906         31,827           36,247           53,727           71,886           71,027           72,720           74,840           

Calculated - Vegetation Management Distribution Spending $ Millions
TTP 3.8$             5.1$             5.5$             5.2$             11.0$             13.5$             17.5$             25.3$             25.3$             25.3$             25.3$             
MBC 2.5$             3.0$             5.1$             7.3$             8.9$               10.5$             10.5$             9.7$               9.7$               9.7$               9.7$               
HTC 0.3$             0.2$             0.6$             0.3$             1.0$               1.0$               3.6$               5.4$               5.3$               6.4$               6.8$               
Total Calculated Distribution Veg. 
Mgmt 6.7$             8.3$             11.3$           12.8$           20.9$             25.0$             31.6$             40.4$             40.3$             41.4$             41.8$             

Total Distribution Vegetation 
Management Spending 
(Operating & Capital) - GSS-
GSM I-1a 12.6$           14.2$           17.0$           18.9$           25.4$            31.0$            34.5$            35.2$            35.9$            36.6$            37.4$            

Actual Test Years Forecast
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3.3.2 SAP S/4 HANA Project 
During the test year period, Manitoba Hydro is undergoing planning and investment in a new 
Enterprise Resource Planning (ERP) system to replace its existing SAP ECC ERP, in what is 
deemed a ‘business transformation’ investment (i.e. a significant change in process and 
technology to do work differently and more efficiently) – SAP S/4HANA.54 Manitoba Hydro projects 
total expenditures of $156 million in 2025/26 – 2026/27 and is proposing regulatory deferral 
treatment to charge customers in rates over a 10 year amortization period, effectively impacting 
revenue requirement by $16 million/year from 2027/28 – 2036/37.55  Currently Manitoba Hydro’s 
financial forecast includes the full investment costs within its O&A expense line item, then adjusts 
accordingly in its ‘net movement in regulatory deferral’ line. 
Manitoba Hydro justifies a 10-year deferral period on the basis that the ERP replacement project 
is still in the early stages and there is not reasonable certainty Manitoba Hydro would exercise a 
renewal beyond 10 years.56 While it is not clear if Manitoba Hydro’s contract period for the SAP 
S/4HANA ERP matches this 10 year period,57 Manitoba Hydro states that it remains committed 
to the use of this new system over the long-term, leveraging enhancements to maintain 
operational excellence and regulatory compliance.58 
This is a significant expense to be undertaken and funded by ratepayers, with detailed planning 
still underway and yet spending and amortization in rates is expected to occur in the near-term.59 
The Investment Justification for this project is expected for review by Manitoba Hydro’s Executive 
Board in Fall 2025, but has not yet been provided in support of this proceeding.60 Accordingly, it 
is difficult to assess the reasonability of the magnitude of expenditure based on the limited 
information included in this proceeding to date.  
Additional relevant revenue requirement expenses in the test period relate to Cloud Computing 
Arrangement (CCA) costs, which appear to have an impact to both operating expenses (of 
approximately $8-14 million per year) and a smaller amount of $2-4 million (starting in 2026/27) 
charged through a regulatory deferral account for integration/previously capitalized portion.61 This 
annual cost extends over the long-term until at least 2041/42.62 

3.3.2.1 Proposed Amortization Period 
This new system will replace the current SAP ECC ERP software, which has been in place for 
Manitoba Hydro from 1998 with plans to remain in-service until 2027 – effectively 20 years.63 
Manitoba Hydro states there are operational and financial risks to continuing on with this current 
system past that, including key vendor supports expiring at the end of 2027.64 Part of the $156 
million investment is related specifically to building a SAP program that will transition from the 
SAP ECC system to the SAP S/4 HANA system.65 

 
54 Response to GSS-GSM/MH II-2c 
55 Appendix 3.4, section 1.4.2 
56 Response to GSS-GSM/MH II-2e 
57 May be provided in confidential response to PUB/MH I-3n, however access not provided. Asked in GSS-GSM/MH II-2f, but not 
provided. 
58 Response to PUB/MH I-3p 
59 Response to GSS-GSM/MH II-2h 
60 Response to PUB/MH II-2h 
61 As per response to PUB/MH I-3d and MFR-16 
62 Coalition I-32f 
63 Response to GSS-GSM/MH II-2a 
64 Response to PUB/MH I-3g 
65 Response to PUB/MH II-2h 
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The initial investment of the current SAP ECC system was $22.4 million in 1998 and was 
amortized over 10 years, with additional system upgrades/expansion expenses added throughout 
the system life.66  
Even with inflation, the initial investment for the new SAP S/4HANA system is magnitudes higher 
than the previous SAP initial investment. As a transformational project and to justify the level of 
capital required, the usefulness of the new SAP S/4HANA should extend over the very long-term, 
upwards of 20 years based on the life of its predecessor system. Manitoba Hydro has been 
planning for the migration to SAP S/4HANA for minimum three years.67 It seems sensical 
Manitoba Hydro will usefully employ the SAP S/4HANA ERP much longer than the proposed 10 
years based on the commitments required for planning, implementing, training and overall cost to 
replace.   
A full business case that includes investment justification could help in determining not only the 
prudence of the level of expenditure being proposed but also the appropriate amortization period 
to recover costs to ensure used and usefulness in rate setting.  
Recommendation: In setting rates for the 2027/28 test year (and the longer-term implications of 
this) the PUB should consider taking one of the following approaches:  

1) Capitalize any expenditures related to the SAP S/4HANA ERP project until Manitoba 
Hydro can justify the magnitude of expenditure and the appropriate level of costs to 
amortize in rates; and/or 

2) Extend the amortization period on the basis of the SAP S/4HANA being a transformational 
project which Manitoba Hydro is committed to using over the long-term, to a span closer 
to the previous ERP system, 15 to 20 years. This would better match the expected overall 
life of a transformational project such as an Enterprise Resource System. This would 
reduce revenue requirement by $5 – 10 million starting in 2027/28. Future 
upgrades/expansions should also be amortized over this length of time, subject to revision 
if a terminal retirement date is established. 

3.3.3 Salaries and Wages 
Salaries and wages are increasing cumulatively by $78 million over the test years, approximately 
14.5% or an averaged 4.6%/test year without any offsetting decreases in overtime or other 
employee related expenses. This is on top of the last few actual years where growth in salaries 
and wages has been extremely high, as shown in the table below. 

 
66 Response to GSS-GSM/MH II-2b 
67 Manitoba Hydro was in the initial stages of approach in the 2023/24 & 2024/25 GRA, as per Tab 6, page 33, filed in 2022.  
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Table 4: Employee Related Operating Expenses ($ Millions)68 

 
Manitoba Hydro’s forecasting approach applies 2% annual escalation to the entirety of O&A 
expense, including Salaries & Wages. The 2% is in line with or slightly above inflation for the test 
years.69 Hydro then adds additional increases on top of this for a few cost areas, including 
salaries, wages & employee benefits, cumulatively totalling $78 million in the test years 
(effectively an additional 2+% per test year).70 It also adds other increases that impact employee 
related expenses such as IBEW FTEs and IBEW paygrade adjustments, cumulatively adding 
another $59 million in the test years.71 The result is Salaries & Wages growing at average annual 
levels of 4.6% per test year, well above general wage increase settlements of 2.75% each year 
for all reported unions.72  
Inflationary increases each year is not cost containment, it is business as usual, especially 
considering capitalized O&A is increasing in the test years by 4.8%/year (masking a lot of the 
O&A growth). It may be reasonable to cap O&A increases at annual inflationary/escalation factors 
as a top-down approach to forecasting (with the understanding that some O&A cost categories 
may increase more than inflation, but others can be held constant or reduced to compensate) or 
adjust specific O&A line items for anticipated cost escalations as a bottom-up approach. Layering 
both levels of increases into the forecast results in inflated spending and does not apply pressure 
to keep costs down. 
In terms of the growth of Salaries & Wages in the test years, these cost increases are not being 
driven by Full Time Equivalent (FTE) increases for the Salaries & Wages and Overtime cost 
categories. As shown in the table below, FTE increases have been a factor for cost increases 
over the past few years, but this does not extend to the test year period, which shows minimal 
FTE growth especially for operational FTEs.  

 
68 PUB/MH I-61a-b. Salaries and Wages is net of the vacancy allowance, effectively a 6% reduction to gross salaries and wages 
applied to the budget and test years, as shown in response to Coalition/MH I-33d 
69 Compared to Spring 2024 Economic Indicators for Manitoba Real GDP, as per MFR 58, page 2 
70 For example, Manitoba Hydro includes an additional $13 million of salaries, wages and employee benefits for 2025/26 from 
Coalition/MH I-33c after the 2% flat escalation. On $688 million 2024/25 salaries, wages & employee benefits that’s a 2% increase. 
71 Coalition/MH I-33c 
72 Effective January 1, 2025 for AMHSSE, MHPEA, Unifor, CUPE as per COALITION/MH II-84b. Also from COALITION/MH I-33c, 
pay grade adjustments specifically for IBEW in the test period are $4-5 million for each test year, allocated separately from the Salaries 
& Wages cost line. 

$ Millions 2018/19 
Actual

2019/20 
Actual

2020/21 
Actual

2021/22 
Actual

2022/23 
Actual

2023/24 
Actual

2024/25 
Forecast

2025/26 
Test Year

2026/27 
Test Year

2027/28 
Test Year

2024/25 to 
2027/28 

Cumulative 
Variance

2024/25 to 
2027/28 

Avg 
Annual

Salaries & Wages 456.8 458.0 440.8 448.5 467.3      506.6      537.3        560.9       591.1       615.3       78.0             26.0         
Annual Variance -              0.3% -3.8% 1.7% 4.2% 8.4% 6.1% 4.4% 5.4% 4.1% 14.5% 4.6%
Overtime 68.4        75.5        58.4        63.1        64.7        69.2        70.5          73.9         77.3         80.5         9.9               3.3           
Annual Variance -              10.4% -22.6% 8.1% 2.5% 6.9% 1.9% 4.8% 4.6% 4.2% 14.1% 4.5%
Employee Benefits 140.9 123.9 176.1 154.6 118.4 158.9 151.4 156.9 169.4 171.7 20.3             6.8           
Annual Variance -              -12.1% 42.1% -12.2% -23.4% 34.2% -4.7% 3.6% 8.0% 1.4% 13.4% 4.3%

Other 69.6 70.9 58.5 62.2 81.4 89.5 93.1 98.7 101.6 103.7 10.6             3.5           
Annual Variance -              1.9% -17.5% 6.3% 30.9% 10.0% 4.0% 6.0% 2.9% 2.1% 11.4% 3.7%

Less: Capitalized Labor & Overhead (289.5)     (286.9)     (267.5)     (239.5)     (226.4)     (238.7)     (253.0)      (261.1)      (273.9)      (290.9)      (37.9)           (12.6)        
Annual Variance -              -0.9% -6.8% -10.5% -5.5% 5.4% 6.0% 3.2% 4.9% 6.2% 15.0% 4.8%

Operational Employee Related 
Expenditures 446.2      441.5      466.3      488.9      505.4      585.5      599.4        629.3       665.5       680.3       80.9             27.0         
Annual Variance -          -1.1% 5.6% 4.8% 3.4% 15.8% 2.4% 5.0% 5.7% 2.2% 13.5% 4.3%
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Table 5: Full-Time Equivalents (FTEs) split for Capital and Operations73 

 
 
Recommendation: The regulatory compact is meant to introduce cost pressures in lieu of 
competition - adding sweeping cost escalation to the O&A forecast in addition to specific line item 
increases does not encourage cost containment. The PUB should set rates for the test years that 
include reduced O&A spending. At a minimum for the test years, operational Salaries & Wages 
and Overtime should be held at a flat 2% inflationary factor. If increases are needed in this 
category at a higher level to cover union settlements it should come from offsetting savings in 
other O&A cost categories. Inflationary increases would reduce O&A expense in the test years 
by approximately $50 million cumulatively (approx. $14.75 million reduction to annual Salaries & 
Wages, $1.5 million reduction to Overtime). 
 
  

 
73 MFR 45, page 2 of 7; Operational FTEs is calculated as difference between Total Corporation and Capitalized FTEs. Manitoba 
Hydro provides a split for operating FTEs in response to PUB/MH I-55d however this response separates out Governance, Support & 
Services FTEs which for revenue requirement purposes are split between both Capital and Operations 

Full-Time Equivalents (FTEs) 2018/19 
Actual

2019/20 
Actual

2020/21 
Actual

2021/22 
Actual

2022/23 
Actual

2023/24 
Actual

2024/25 
Forecast

2025/26 
Test Year

2026/27 
Test Year

2027/28 
Test Year

2024/25 to 
2027/28 

Cumulative 
Variance

2024/25 to 
2027/28 

Avg 
Annual

Total Business Unit FTEs 5,262      5,173      4,753      4,799      5,000      5,199      5,426        5,526       5,626       5,626       200              66.7         
Annual Variance -              -1.7% -8.1% 1.0% 4.2% 4.0% 4.4% 1.8% 1.8% 0.0% 3.7% 1.2%

Capitalized FTEs 1,843      1,786      1,537      1,420      1,301      1,296      1,366        1,385       1,413       1,443       77                25.7         
Annual Variance -              -3.1% -13.9% -7.6% -8.4% -0.4% 5.4% 1.4% 2.0% 2.1% 5.6% 1.8%

Operating FTEs 3,419      3,387      3,216      3,379      3,699      3,903      4,060       4,141       4,213       4,183       123              41.0         
Annual Variance -              -0.9% -5.0% 5.1% 9.5% 5.5% 4.0% 2.0% 1.7% -0.7% 3.0% 1.0%

Overtime FTEs 349         372         275         300         306         297         343           348          349          349          6                  2.0           
Annual Variance -              6.6% -26.1% 9.1% 2.0% -2.9% 15.5% 1.5% 0.3% 0.0% 1.7% 0.6%

Capitalized Overtime FTEs 147 152 94 88 76 73 90 89 89 91 1                  0.3           
Annual Variance -              3.4% -38.2% -6.4% -13.6% -3.9% 23.3% -1.1% 0.0% 2.2% 1.1% 0.4%

Operating Overtime FTEs 202         220         181         212         230         224         253          259          260          258          5                  1.7           
Annual Variance -              8.9% -17.7% 17.1% 8.5% -2.6% 12.9% 2.4% 0.4% -0.8% 2.0% 0.7%
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4.0 GSS and GSM Rate Classes 
The General Service Small (GSS) and General Service Medium (GSM) rate classes represent a 
large portion of Manitoba Hydro’s overall customer base, with customers spanning the residential, 
commercial, agriculture and industrial sectors.  

Table 6: GSS & GSM Customer Class Usage Levels – Actual 2024/2574 

 
The GSS class includes primarily commercial establishments, such as hair salons, convenience 
stores, churches, schools, irrigation pumps and farm outbuildings whose monthly billing demand 
is less than 200 kVA and whose transformation is owned by MH.75 Manitoba Hydro’s method for 
assigning Residential customers to a Residential rate or General Service rate is based on their 
level of usage. Similarly, the only difference between GSS Non-Demand and Demand customers 
is whether their usage goes above 50 kVa in a month. Customers can transfer back and forth 
from Demand and Non-Demand without any notice from Manitoba Hydro except for an 
added/removed demand charge to their monthly bills, which kicks in when billing demand exceeds 
50 kVa in a month.76 
Generally, there is a distinct difference between the GSS-ND and GSS-D. Over half of GSS-ND 
customers use 2,000 kWh or less per month. Whereas over half of GSS-D customers use 20,000 
kWh or more per month – magnitudes higher. However, there is still slight overlap between 
classes on a monthly energy usage basis, as approximately 5-10% of GSS-D customers have 
monthly energy usage in line with GSS-ND levels.77 
The GSM class includes primarily commercial establishments, such as “big box” retail outlets, 
grocery stores, bulk-metered apartments, recreation facilities, universities, and institutional 
occupancies whose monthly billing demand exceeds 200 kVA per month and whose 
transformation is owned by Hydro.78 The difference between GSS-D and GSM customers is 
usage based, if their monthly usage goes above 200 kVa in a month they are transferred into the 

 
74 GSS-GSM/MH I-10a & GSS-GSM/MH I-11a. Percentage of Manitoba Hydro total based on GWh gross firm load forecast for 2024/25 
(less DSM) from Appendix 4.1, and customer numbers from MFR-49 Revised 
75 Tab 7, page 17 
76 GSS-GSM/MH II-12a&d 
77 Percentage distribution of GSS and GSM monthly customer usage is shown in GSS-GSM/MH II-11 Attachment 1 
78 Tab 7, page 17 

Sector

Customer 
Count

Total 
Usage 
(GWh)

Average 
Monthly 

Usage Per 
Customer 

(kWh)

Customer 
Count

Total 
Usage 
(GWh)

Average 
Monthly 
Usage 

Per 
Customer 

(kWh)

Customer 
Count

Total 
Usage 
(GWh)

Average 
Monthly 
Usage 

Per 
Customer 

(kWh)
Residential 1,239      47         3,161        337         24         5,853      5             1,143   19,713    
Commercial 51,797    1,568    2,523        6,611      1,529    19,275    1,610      2,433   125,938  
Agriculture 2,747      111       3,380        973         261       22,375    228         293      107,006  
Industrial 5,300      182       2,835        996         219       18,337    352         541      128,027  
Total 61,083    1,909    2,601        8,917      2,033    19,001    2,195      3,268   124,070  

% of Manitoba 
Hydro Total 9.64% 7.4% 1.41% 7.9% 0.35% 12.7%

GSMGSS-DGSS-ND
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GSM class. If this occurs for a GSS-D customer, Manitoba Hydro will send a notice to the 
customer explaining the change in rates and they will remain on the rate for at least 12 months 
regardless of usage. A customer will switch back to the GSS-D class after 12 consecutive months 
under 200 kVa.79 At present, a customer on the cusp will pay slightly less under the GSM rate 
than the GSS-D rate.80 On average,179 customers switch from GSS-D to GSM while 157 
customers switch from GSM to GSS-D on an annual basis.81 This represents approximately 15% 
of the GSM rate class moving up from or down to the GSS-D class in a given year. 
The distinction between GSS-D and GSM is much less clear than the difference between GSS-
ND and GSS-D on an average monthly usage basis (both energy and demand), with a higher 
percentage of overlap on monthly usage levels.82  
Customers do not migrate between the GSM and GSL classes, even if their load characteristics 
overlap, unless they choose to invest in their own transformation. No customers have done this 
in the past 5 years, however it may be worthwhile if they expect capacity increases above 2.5 
MVa.83 
The GSS (predominantly GSS-D) and GSM classes are very distinct from the other electricity rate 
classes – namely Residential and General Service Large classes. This is because, while the other 
classes (with the exception maybe of GSL 0-30kV) generally have similar electricity uses and 
homogenous usage characteristics, the GSS and GSM classes are much more diverse in 
customer type and electricity usage characteristics. 84 This can lead to greater variability in load 
behaviour year-over year.85  

4.1 Overview of GSS & GSM Rate Structures 
The GSS class has a complicated rate structure to try to address the differences in customer 
consumption within one class: 

• The energy charge is a stepped rate with three different tiers. The rate reduces as 
consumption increases, known as a declining block rate. Usually these types of rates are 
in place to recover a portion of fixed charges (customer & demand) through the energy 
rate in the initial consumption, with the latter block rates set to recover solely variable costs 
(energy) in place of a higher basic charge and/or demand rate. 

o Manitoba Hydro explains that the block structure is designed such that the first 
block recovers energy and customer costs (above those recovered by the basic 
charge), the second block recovers energy costs and demand-related costs with 
the threshold usage between Block 2 and 3 set to  differentiate between average 
non-demand and demand customer usage levels, and the third block is set to 
recover specifically energy costs (i.e. Non Demand customers who do not pay a 
demand charge will not use enough energy to access block 3 which is 
approximately set to solely recover variable/energy costs). 86 

 
79 GSS-GSM/MH II-12j 
80 GSS-GSM/MH II-12l 
81 GSS-GSM/MH II-12i 
82 From GSS-GSM/MH II-11 Attachment 1, between 12-30% of GSS-D customers use over 36,000 kWh/month while 10-20% of GSM 
customers use under 40,000 kWh/month. For demand, the majority of GSS-D customers use between 50-100 kVa/month or less but 
approx. 15% use between 100-150 kVa/month. For GSM approx. 10% use under 100 kVa/month, and another 5-15% use between 
100-150 kVa.  
83 GSS-GSM/MH II-13d 
84 GSS-GSM/MH II-5a&b 
85 GSS-GSM/MH II-5a&b 
86 As confirmed by Manitoba Hydro in Tab 8 of the 2023/24 & 2024/25 GRA, page 19-20 
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• There is a basic (customer) monthly charge that differs depending on the type of 
distribution service drop connection (either single or three phase). The differentiation is 
based on the cost to supply meter (approx. triple the cost to serve 3 phase as 1 phase) 
and service drop (approx. double the cost to service drop 3 phase as 1 phase);87 and  

• The demand charge, which kicks once a customer hits 50 kVa of monthly measured 
demand within a 12-month period. Customers who do not use enough power to be 
charged are known as GSS-Non-Demand (GSS-ND), customers who are charged 
demand are known as GSS-Demand (GSS-D). 

Other than the demand charge which kicks in beyond a certain monthly usage threshold, the rates 
between the GSS-D and GSS-ND classes are harmonized. This is possible due to the declining 
block energy rate structure, and rebalancing occurring occasionally on a differential basis 
between the three energy charge blocks.88 
The GSM rate class was previously harmonious with the GSS-D rates until the 2023/24 GRA. At 
that time Manitoba Hydro proposed to split the GSM class rates from GSS levels, merging the 
first and second block rate and rebalancing charges within the rate class in order to rebalance 
RCC ratios for the classes between the zone of reasonableness. This was approved in Order 
101/23. Manitoba Hydro expressed intentions to explore further merging the remaining block rate 
structure in future, pending consultation with GSM customers. 89 This matter appears to be 
outstanding. 
The GSM rate structure currently consists of: 

• The declining block energy rate consisting of two steps, with the second block rate 
approximately half the rate of the first block (to recover only the energy/variable costs);  

• The basic monthly charge (customer charge), slightly increased from the GSS-D – three 
phase basic charge; and 

• The demand charge, which similar to GSS is also only applicable to usage above 50 kVa 
of monthly billing demand. 

Manitoba Hydro is proposing that the annual 3.5% rate increases apply equally across all 
components of the GSS and GSM rate components.90  

4.1.1 GSS and GSM Rate Comparison to Unit Costs 
A comparison of Manitoba Hydro’s proposed 2025/26 rates and PCOSS26 unit costs are provided 
in the table below: 

 
87 GSS-GSM/MH II-18a-c 
88 Tab 8 from 2023/24 & 2024/25 GRA, page 25 
89 Tab 8 of the 2023/24 & 2024/25 GRA, pages 23-24 
90 As shown in Tab 7, pages 17 and 18 all rate components increase by 3.5% each year. 
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Table 7: GSS & GSM Proposed Rates vs. PCOSS26 Unit Costs91 

 
While directionally the GSS and GSM rates appear to be designed in approximate alignment with 
Manitoba Hydro explanations, it is hard to assess whether there is unreasonable interclass 
subsidization. This is because Manitoba Hydro’s billing system does not track revenue by type of 
rate (basic charge, demand charge, each energy block), so it is not possible to assess if the 
resulting distribution of revenue between variable and fixed charges approximately equals the 
cost of service based unit costs.92 This is an important assessment to undertake periodically as 
these customer rate structures are very complicated compared to Manitoba Hydro’s other rate 
classes. 
The GSS rate class has remained relatively unchanged since 1988.93 While the justification for 
the stepped rate components have been more recently considered, the class segmentation and 
rate structures themselves have not been reviewed in depth. An electricity bill with this many 
components can be very difficult for a customer to digest and respond to – especially for GSS-
ND customers where electricity is not likely to be a driving cost of their operations. Likewise, there 
seems to be unresolved considerations with the GSM rate class, including potential flattening of 
the remaining two block energy charge. 
Recommendation: Manitoba Hydro filed an analysis of the GSL 0-30kV class in this proceeding 
(Appendix 7.3) which considered the current class rate structure, potential segmentation and 

 
91 Appendix 7.4 for proposed 2026 rates, Appendix 7.1 page 15 of 56 for unit costs. For simplicity of comparison categorization for 
PCOSS26 unit costs includes: single phase represents GSS-ND customer unit cost, three phase represents GSS-D customer unit 
cost. First 11,000 kWh represents GSS-ND energy unit costs which includes demand recovery. >19,500 represents GSS-D energy 
unit costs which does not include demand-related costs 
92 GSS-GSM/MH I-13a 
93 GSS-GSM/MH I-12 

GSS 2026 PCOSS26*
Basic Charge ($/month)
Single Phase 21.47 24.1
Three Phase 34.87 114.68
Energy Charge (cents/kWh)

First 11,000 kWh 9.817 8.79
11,001 - 19,500 kWh 7.532
>19,500 kWh 4.834 6.74

Demand Charge ($/kVa)
>50kVa 12.76 17.22

GSM 2026 PCOSS26*
Basic Charge ($/month) 35.64 492.15
Energy Charge (cents/kWh)

First 19,500 kWh 9.076 3.96
>19,500 kWh 4.705

Demand Charge ($/kVa)
>50kVa 12.33 17.3



Evidence of M. Davies in the Manitoba Hydro 
2025/26 – 2027/28 General Rate Application 

September 17, 2025  Page 25 
 

potential cross-subsidies within the class.94 Given the diversity of customer mix within the GSS 
and GSM classes and the complexity of the current rate structure, it is worthwhile for Manitoba 
Hydro to undertake a similar type of review for these rate classes. Specifically an analysis that 
looks at potential cross-subsidies, overlap between the GSS and GSM rate classes, potential de-
harmonization between the GSS-ND and GSS-D classes (following suit from the de-
harmonization of GSS-D and GSM in the last GRA) and potential simplification to the current rate 
structure. The PUB should direct Manitoba Hydro to consult with these customer classes and file 
in the next GRA or potentially a Rate Design specific proceeding. 
  

 
94 When asked in GSS-GSM/MH I-10a, Manitoba Hydro was unable to provide similar level of analysis for the GSS and GSM classes 
in the timeframe of this proceeding. 
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5.0 Load Research Update and Impact on COSS 
Allocators 

Manitoba Hydro filed a Load Research Report for fiscal year 2022/23, Appendix 4.2, which 
supports the input data for PCOSS26 - namely the Coincident Peak (CP) and Non-Coincident 
Peak (NCP) allocators. An updated Load Research Report for fiscal year 2023/24 was filed in 
response to Coalition/MH I-143a-b Attachment 2 (Revised).  
Manitoba Hydro’s approach to calculating customer class CP and NCP allocators has been 
changed in its newest Load Research reports. In the 2015 Load Research Report, only a single 
year of sampled meter interval data was used as input data. Starting in 2022/23, 5 years of 
historical interval metered data is being used, which introduces further complexity to create 
averaged annual system and class peaks. Manitoba Hydro’s methodology for this is to use each 
year of data from April 1, 2018 to March 31, 2023 to create hourly load profiles that determine 
how each rate class uses energy and how each rate class contributes to the system peak. These 
8,760-hour yearly load shapes indicate typical behaviour for customers in each rate class and are 
used to create an hourly load forecast.  The Rank and Average method is then applied to each of 
the 5 years hourly load forecast, effectively matching and ranking hours from highest to lowest 
within narrowly defined blocks (of duration 4 - 12 weeks and sorted by weekday/weekend and by 
each hour of the day). Once matched, the 5 grouped hours (one across each year) is averaged 
to blend the 5 years of data into 1 representative year, that is then sorted back into chronological 
order to come up with a new averaged version of the 8,760-hour yearly load shape. 95 For weather 
impacted customer classes (Residential, GSS, GSM) the chronological hourly ordering is also run 
through a weather normalizing regression-based model.96 This load data is then used to forecast 
the test year NCP and CP allocators used in the Cost of Service Study. 
Manitoba Hydro rationalizes this methodology change to be more of a typical representation of 
customer energy profiles and system peak contributions (dampening the impact of extraordinary 
events, including extreme weather). 97 And notes that: 

A five-year timeframe was selected to achieve a balance between statistical 
validity, adaptability to recent usage trends, and practical data management. Five 
years provides sufficient duration to mitigate the impact of short-term fluctuations 
while remaining current enough to reflect evolving customer technologies and 
consumption patterns. Extending the period to eight years could introduce 
outdated usage profiles that diminish relevancy. In contrast, managing interval 
data over five years strikes a more efficient balance between data volume and 
processing time.98 

A comparison of rate class Coincident Peak (CP) Load Factor and Non-Coincident Peak (NCP) 
Load Factor percentages from different Load Research Reports and using different 
methodologies is shown in the tables below. 

 
95 Summarized from Appendix 4.2, Load Research Report, pages 6 & 9 
96 Coalition/MH II-60a 
97 Coalition/MH I-143b & Coalition/MH II-60a (Revised) 
98 Coalition/MH II-65b 
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Table 8: Comparison of Rate Class Coincident Peak Load Factors99 

 
 

Table 9: Comparison of Rate Class Non-Coincident Peak Load Factors100 

 
 

 
99 Note: Residential ‘Electric Heat’ line used for Residential Total when not split by electric heat and other heat. 2014/15 CP from 
2014/15 Load Research report, provided in response to Coalition/MH I-143a Attachment 1, 2022/23 Load Research from Appendix 
4.2, Table 2.1 and Table 4.1, pages 6 & 16, 2023/24 Load Research from Table 2.1 and 4.1, pages 6 & 16 from Coalition/MH I-143a-
b Attachment 2 (Revised), Table 2.1 and 4.1, pages 6 & 16. PCOSS26 based on 2022/23 5 year Hourly Load Profiles, as per Appendix 
7.1, page 51 of 56. Shading in red represents highest value, shading in blue represents lowest value per class. 
100 Note: Residential ‘Electric Heat’ line used for Residential Total when not split by electric heat and other heat. PCOSS26 NCP Load 
Factor not provided in Appendix 7.1. 2014/15 CP from 2014/15 Load Research report, Appendix 8.3 in the 2017/18 – 2018/19 GRA, 
page 11, 2022/23 Load Research from Appendix 4.2, Table 2.1 and Table 4.1, pages 6 & 16, 2023/24 Load Research from Table 2.1 
and 4.1, pages 6 & 16 from Coalition/MH I-143a-b Attachment 2 (Revised), Table 2.1 and 4.1, pages 6 & 16. Shading in red represents 
highest value, shading in blue represents lowest value per class. 

2014/15 CP 
Load Factor

2022/23 
Hourly Load 
Shape (5 Yr) 

CP Load 
Factor

2022/23 CP 
Load Factor 

(1 Yr) 

PCOSS26 
CP Load 
Factor

2023/24 
Hourly Load 
Shape (5 Yr) 

CP Load 
Factor

2023/24 CP 
Load Factor 

(1 Yr)

Residential Basic Other Heat 68.9% 63.9%
Residential Basic Electric Heat 51.8% 50.4% 44.7% 50.7% 49.7% 39.5%
GSS-ND 65.5% 60.9% 65.8% 59.0% 60.5% 60.7%
GSS-D 68.5% 61.0% 62.0% 59.1% 61.5% 67.0%
GSM 74.6% 70.7% 72.7% 70.7% 70.8% 71.3%
GSL 0-30kV 83.0% 86.6% 85.2% 86.6% 86.3% 82.5%
GSL 30-100kV Curtailable 88.6% 98.1% 97.7% 98.1% 99.2% 92.8%
GSL 30-100kV 83.8% 96.1% 97.1% 96.1% 98.8% 124.8%
GSL >100kV Curtailable 94.2% 99.8% 98.2% 99.8% 93.4% 124.5%
GSL > 100kV 91.8% 94.9% 98.0% 94.9% 98.0% 110.9%
Street and Sentinel Lighting 66.1% 71.6% 76.5% 71.5% 85.7% 48.9%

2014/15 
NCP Load 

Factor

2022/23 
Hourly Load 
Shape (5 Yr) 
NCP Load 

Factor

2022/23 
NCP Load 

Factor (1 Yr) 

2023/24 
Hourly Load 
Shape (5 Yr) 
NCP Load 

Factor

2023/24 NCP 
Load Factor 

(1 Yr)

Residential Basic Other Heat 44.9% 43.5%
Residential Basic Electric Heat 46.8% 46.7% 40.4% 46.2% 36.7%
GSS-ND 56.0% 55.2% 58.8% 55.1% 52.2%
GSS-D 60.8% 54.7% 55.4% 54.7% 53.6%
GSM 66.8% 64.3% 66.1% 64.2% 64.1%
GSL 0-30kV 72.9% 74.2% 73.8% 75.9% 72.6%
GSL 30-100kV Curtailable 86.0% 93.0% 94.1% 79.9% 48.1%
GSL 30-100kV 74.3% 83.7% 84.2% 84.1% 84.2%
GSL >100kV Curtailable 83.8% 82.0% 79.5% 81.7% 79.9%
GSL > 100kV 78.4% 83.0% 77.4% 80.9% 80.7%
Street and Sentinel Lighting 48.3% 48.6% 48.5% 48.9% 48.9%
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Broadly speaking, while there are a few deviating results happening in the 2023/24 1-Year data 
(for example, many GSL rate classes having CP load factors above 100% - well above the other 
year data sets, and Street Lighting 2023/24 CP load factor for the one year data set is quite low 
while the 5 yr average data set for 2023/24 is quite high101), and the Residential class is hard to 
compare for the 1 year recent results, the CP and NCP load factors across all data sets show 
relatively consistent behaviour. While comparing a few years of results is not a definitive statistical 
analysis, it raises questions as to whether there is a need to water down load research results by 
ranking hourly loads and averaging 5 years of data, and modelling for weather effects.  
In adopting the 5 year methodology, the Load Research results have become much less 
transparent, system cost drivers and potential price signals are being muted, and major changes 
in customer demand usage trends will take years to start to show up in results (such as 
conversions to electric heat, increased installation of heat pumps, increased electric vehicle 
usage, etc.).  
The Cost of Service Study already incorporates moderating/averaging steps into its Cost of 
Service allocators (for example, using the top 50 peak hours to calculate the Coincident Peak), 
adding the 5 year step compounds the approved methodology, essentially using the top 250 
system peaks to calculate CP allocators. 
It is appropriate to flag insinuating impacts on individual year Load Research, such as 
extraordinary events or extreme weather, for potential consideration in the Rate Design step (i.e. 
when considering rate rebalancing activities). However, smoothing load changes through black 
box methodological approaches is not helpful in determining appropriate cost allocation, nor in 
understanding and monitoring load characteristic changes and customer class responsibility to 
system cost drivers.  
Recommendation: The existing CP methodology to allocate demand-related costs on the basis 
of the top 50 system peak hours is sufficient for the purposes of smoothing impacts due to extreme 
weather or extraordinary events on load. The results of these types of load events are useful 
information and ultimately lead to driving future system cost. Manitoba Hydro’s new 5 year hourly 
load shape approach in its Load Research Report should not be accepted for use in the Cost of 
Service Study. The 2022/23 Load Research single year results should be used for the basis of 
cost allocation in PCOSS26. 
The 2022/23 Load Research report should be used over the newly filed 2023/24 Load Research 
Update as the latter was filed late in this proceeding so has not been adequately vetted and shows 
inconsistent results which may be an error (specifically for streetlights). 
 
 
 
  

 
101 Note for the 2023/24 5 year hourly load shape CP factor for street lights, the fact that it is way higher than the 2022/23 5 year hourly 
load shape CP factor, even though 4 years of data should be the same suggests there might be some remaining issues with the 
2023/24 Load Research, even though it was corrected by Manitoba Hydro and refiled on September 10, 2025. 
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6.0 Cost of Service Study (COSS)  
6.1 Background - COSS Distribution Classification 

Methodology  
It has been 10 years since Manitoba Hydro’s Cost of Service Study last underwent a methodology 
review. In the 2015 Cost of Service Study Methodology Review, the PUB changed the 
methodology for classifying distribution-related Poles & Wires costs. From 1992 to 2016, 
Manitoba Hydro classified Poles & Wires 60% to demand and 40% to customer, on the basis of 
1990s study.102  
The PUB however in its Order in this matter, directed Poles & Wires be classified 100% to demand 
(i.e. the “Basic Customer Method”103) stating that: 

This reflects cost causation as the sizing of poles and wires is based on demand. 
Manitoba Hydro’s approach of a 60% Demand and 40% Customer classification 
split is based on an arbitrary assumption that the number of customers influences 
the cost of poles and wires. The Board does not find sufficient evidence in the 
proceeding to support this assumption. Although geography influences the cost 
of poles and wires, the correlation between geography and customer numbers is 
not established. A geographically remote customer will cause Manitoba Hydro to 
incur poles and wires costs to extend service; however additional customers 
along this route can be added at no additional cost, with respect to poles and 
wires. Likewise, large numbers of customers in densely populated areas do not 
cause additional poles and wires costs on the basis of their numbers. Their 
geography determines part of the costs (along with the total demand) but in most 
cases the poles and wires costs are completely independent of the number of 
customers. In addition, industry practice in this area is inconsistent.104 

At the time of the proceeding, the main piece of evidence to support a change in classification for 
Poles & Wires to 100% demand-related was on behalf of the Green Action Centre, where Mr. 
Chernick’s evidence lays out the following concerns with the then approach of classifying between 
demand and customer: 

- Manitoba Hydro’s justification for its classification split, which was initially based on a 
1990s evaluation, was not supported with updated data (i.e. cost-causation analysis was 
not undertaken, including a Minimum System study or zero intercept study). The continued 
use of the ‘fixed cost separation’ approach of 60% demand and 40% customer was based 
more on professional judgment. 105 

- Manitoba Hydro’s explanation for the approach did not indicate Poles & Wires investment 
was customer-related, particularly that the “line length” for Poles & Wires are driven by 
customer location because the costs to connect customers will vary by the size of 
customer. Chernick’s position was that distribution equipment should be classified entirely 

 
102 PUB Order 164/16, page 71 
103 This term refers to only classifying costs as customer-related when they are directly applicable to individual customers  
104 PUB Order 164/16, pages 71-72 
105 Evidence of Paul Chernick, in the 2015 Cost of Service Methodology review, pages 44-47, available online: 
http://www.pubmanitoba.ca/pdf/cos_review/intervener/chernick_evidence.pdf & summarized from Cost of Service workshop 1 
transcript, May 13, 2016, pages 763 - 766 

http://www.pubmanitoba.ca/pdf/cos_review/intervener/chernick_evidence.pdf
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as demand-related, unless Manitoba Hydro can identify specific portions of the distribution 
system that vary with customer number rather than load. 106 

- In terms of other jurisdictions that classify Poles & Wires as 100% demand-related, 
Chernick listed seven American jurisdictions as support.107 

Interveners representing customers connected to the distribution system in the COSS 
methodology proceeding, namely the Consumers Coalition and GSS-GSM, supported classifying 
a portion of Poles & Wires to both customer and demand, but recommended the ratio of the split 
should be updated due to the age of the underlying analysis.108  
Manitoba Hydro’s key point made in Mr. Wiens’ oral testimony was that customer density is a 
significant driver of the cost of poles and wires in the Distribution system, and that a customer 
component is required to recognize this.109 

6.2 COSS Distribution Classification to Demand and 
Customer 

While the basic customer method for classifying Poles & Wires and Transformers as 100% 
demand is simpler and Manitoba Hydro’s basis for classification between demand and customer 
for Poles and Wires was very dated, using 100% demand results in weak cost causality.  
This approach ignores that there is a minimum level of the distribution system that must be built 
to serve each customer, independent to the amount of energy/demand the customer will use. 
Even the smallest customer, who potentially does not contribute to class demand, will drive a 
meaningful level of costs to the development of the distribution system, which they may or may 
not end up using but nevertheless drives a minimum level of investment based off the potential. 
When using 100% demand-classification, effectively the customer will not be allocated any 
distribution plant costs in the Cost of Service (for Poles & Wires and Transformers especially). 
This is standard industry practice and widely accepted, including in the NARUC Cost Allocation 
Manual: 

When the utility installs distribution plant to provide service to a customer and to 
meet the individual customer's peak demand requirements, the utility must 
classify distribution plant data separately into demand- and customer-related 
costs.110 

An example of increasing relevance, is customers with behind the meter generation/storage, 
including solar photovoltaic (PV) and battery.111 This can decrease considerably the demand a 
customer uses, but the customer still needs to be hooked up to the electricity system with poles 
for standby/supplemental power. However, when poles & wires and transformers are classified 
as 100% demand, these customers will not be allocated the costs of poles and wires if they are 
not contributing to the class peak (non-coincident peak). While it is appropriate that they may 
contribute less to future distribution system requirements (i.e. a portion of distribution plant costs 
should be classified to demand), there will always be a portion of asset costs that these customers 

 
106 Ibid, Chernick evidence, pg. 45 & 48 
107 Ibid, Chernick evidence, pages 47-48 
108 Board Order 164/64, page 71-72 
109 Exhibit MH-138 in the 2016 Manitoba Hydro COSS Methodology Review, available online: 
https://www.pubmanitoba.ca/exhibits/mh-137.pdf  
110 National Association of Regulatory Utility Commissioners (NARUC), Electric Utility Cost Allocation Manual, January 1992, page 90 
111 Which Efficiency Manitoba provides solar PV rebates to incentivize installation: https://efficiencymb.ca/solar/ , and Manitoba Hydro 
will purchase excess energy generation from customers with non-utility generation: https://www.hydro.mb.ca/service/generate-your-
own-electricity/  

https://www.pubmanitoba.ca/exhibits/mh-137.pdf
https://efficiencymb.ca/solar/
https://www.hydro.mb.ca/service/generate-your-own-electricity/
https://www.hydro.mb.ca/service/generate-your-own-electricity/
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require regardless of the amount they contribute to demand (i.e. a portion of distribution plant 
costs should be classified to customer). 
It is not appropriate to assert that adding one individual customer does not necessarily add 
additional distribution costs. Extrapolating this argument, adding a new customer to the system 
will likely not drive additional labour costs for customer support activities, yet it is understood that 
the customer fairly contribute to the existing expense as a cost to serve. 
The number of customers and density of an area will also contribute to distribution plant operating 
costs, including the expediency of maintenance and replacement costs.112 Upgrades to the 
system are just as likely to be triggered by increasing number of customers as additions to load.113 
The current classification method captures almost none of this, as the classification of distribution 
plant assets results in 97% of the distribution plant system being classified to demand, as shown 
in the table below. The end result is the larger customers that use distribution assets will be 
allocated much more than their fair share.  

Table 10: PCOSS26 Distribution Plant Classification Methods114 

 
If Poles & Wires costs are charged solely on the basis of demand, a GSM customer will pay 
approximately 64 times more than a residential customer through the COSS.115 Of course there 
is a certain amount of variable cost that will increase or decrease depending on the amount of 
demand a customer requires, but it is a combination of customer and demand related cost drivers 

 
112 Manitoba Hydro notes that ‘number of customers on a circuit’ is a contributing factor to prioritization of asset management and 
maintenance activities including vegetation management on the distribution system in response to Coalition/MH I-48d 
113 PUB/MH I-48 in the Manitoba Hydro 2015 Cost of Service Review 
114 Appendix 7.1, page 36 of 56, Appendix 7.2, pages 10, 14, 15, MIPUG/MH II-26 
115 As shown in the Table below, for Poles & Wires the GSM class is allocated $37 million using the NCP allocator, with 2,329 
customers this is approx. $15,891/customer. For residentials, allocated $140.25 million with 563,124 customers, is approx. 
$249/customer. Proportionally, this means GSM customers are paying 64 times more than a residential customer (15891/249) 

Asset Category PCOSS26 Costs 
(Millions)

Classification 
Method

Allocation 
Method

Demand 
Costs

Customer 
Costs

$171.7 million primary

$73.6 million secondary

$245.3 million total

Substations $122.6 million 100% Demand
NCP [excl. 
GSL<30kV] 
(D32)

122.6$    -          

Line Transformers/ 
Station Equipment $45.7 million 100% Demand

NCP [Class 
NCPI - Excl. 
GSL] (D40)

45.7$      -          

Meters & Metering 
Transformers $11.6 million 100% 

Customer
Weighted # of 
Customers (C40) -          11.6$       

Service Drops $3.2 million 100% 
Customer

Weighted # of 
Customers [excl. 
strtlght] (C27)

-          3.2$         

Total $428.4 million 413.6$    14.8$       
Percentage Split of Classificaiton 97% 3%

Distribution Plant

NCP [GSL<30kV 
adj for 
secondary] (D36)

Poles & Wires 100% Demand 245.3$    -          



Evidence of M. Davies in the Manitoba Hydro 
2025/26 – 2027/28 General Rate Application 

September 17, 2025  Page 32 
 

that connect customers. Classifying distribution Pole & Wire costs, and potentially Transformer 
costs as well, entirely to demand serves to overcharge larger customers – primarily the GSS-D 
and GSM classes as the GSL classes are largely exempt from these expenses.  
The weights of both the Poles & Wires demand allocator and customer allocator are provided in 
the table below. 
 

Table 11: Comparison of Poles & Wires NCP and Unweighted Customer Number 
Allocators116 

 
Jurisdictionally, while Mr. Chernick’s evidence correctly pointed to some American jurisdictions 
that use the Basic Customer Method (classifying 100% to demand), all other Canadian electric 
utility jurisdictions, except Manitoba Hydro, split the classification for Poles & Wires and/or 
Transformers between customer and demand, as shown in the table below. There is not one other 
Canadian utility, from the ones provided, that classifies both Transformers and Poles & Wires as 
100% demand.117 

 
116 Allocators from Appendix 7.2, pages 11 & 15; C23 Allocator from PCOSS14 Appendix 3.2 in the Cost of Service Methodology 
review, page 8, available online: 
http://www.hydro.mb.ca/regulatory_affairs/pdf/electric/cost_of_service_study_submission/appendix_3_2_pcoss14_allocation_progra
m.pdf ; The C23 allocator was last used in PCOSS14 as it was used to allocate the customer-related poles & wires costs, adjusted 
GSL 0-30kV and Area & Roadway Lighting for secondary distribution, and did not include GSL >30kV customers. C90 from 
PCOSS26 is the closest approximate allocation table as it also counts unweighted customers. For the sake of this comparison 
AR&L and GSL>30kV have been removed to calculate approximate weightings, however weighting GSL 0-30kV count is not 
weighted just for secondary it is assumed it would be close to the original value in this table. Therefore, C90 is just an approximate 
percentage allocation for consideration of relative weights if poles & wires had a customer-related classification.  
117 Note: Alberta utilities were not provided as there are many distribution-related utilities. Additionally Hydro-Quebec is not provided 
because filings are predominantly in French and therefore hard to comfortably interpret – from the SaskPower jurisdictional 
comparison undertaken by Elenchus it appears Hydro-Quebec classifies primary lines & transformers as 100% demand, but 
secondary lines & transformers are split between demand and customer on the basis of Minimum System study (see pages  All other 
Canadian provinces are represented. 

NCP 
Demand 

(adj for GSL 
<30kV)

D36 
Allocator

Current 
Allocation of 

Poles & Wires            
($ Millions)

Unweighted 
Customer # 
(Removing 

GSL >30kV & 
A&RL)

C90 
Allocator

Unweighted 
Customer # 

from 
PCOSS14 

(GSL <30kV 
adj for 

Secondary)

C23 
Allocator

Residential 2,465          57.2% 140.25$          563,124          88.2% 483,105         86.4%
GSS-ND 466.9 10.8% 26.56$            62,128            9.7% 52,539           9.4%
GSS-D 470.4 10.9% 26.76$            9,411              1.5% 12,492           2.2%
Seasonal 5.1 0.1% 0.29$              1,050              0.2% 859                0.2%
Water Heating 0.8 0.0% 0.05$              279                 0.0% -                 0.0%

Total GSS 943.2 21.9% 53.66$            72,868            11.4% 65,890           11.8%
GSM 650.5 15.1% 37.01$            2,329              0.4% 1,998             0.4%
GSL 0-30 kV 234.5 5.4% 13.34$            391                 0.1% 207                0.0%
GSL 30-100kV 0 0.0% -$                -                 0.0% -                 0.0%
GSL > 100kV 0 0.0% -$                -                 0.0% -                 0.0%

A&RL 18.2 0.4% 1.04$              0.0% 7,776             1.4%

Total 4,311          100.0% 245.30$          638,712          100.0% 558,976         100.0%

PCOSS14PCOSS26

http://www.hydro.mb.ca/regulatory_affairs/pdf/electric/cost_of_service_study_submission/appendix_3_2_pcoss14_allocation_program.pdf
http://www.hydro.mb.ca/regulatory_affairs/pdf/electric/cost_of_service_study_submission/appendix_3_2_pcoss14_allocation_program.pdf
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Utility Distribution Plant 
Classification 

Methodology Notes 

BC Hydro118 Transformers: 50% 
demand/50% 
customer; 
Substations, Primary 
Poles & Wires: 100% 
demand 

Professional 
Judgment 

These methods were 
settled on a temporary 
basis in 2016 on the 
understanding that 
distribution classification 
methods would be 
extensively reviewed in 
2019, as concern was 
expressed about 
classification fully to 
demand when costs from 
the standard service and 
related distribution system 
design is largely 
independent of demand. 
However this has yet to 
occur.  

Nova Scotia 
Power119 

Poles & Fixtures: 26% 
Demand/74% 
Customer;  
Wires 53% 
demand/47% 
Customer; 
Transformers 100% 
demand 
 

Professional 
Judgment 

 

Ontario 
Distribution 
Utilities 
(through OEB 
Directions)120 

Poles & Conductors 
range from 40% – 
65% demand/ 
remainder Customer; 
Line Transformers 
range from 40% - 
70% demand/ 
remainder Customer 

‘Generic’ Minimum-
System approach for 
distribution utilities, 
applied to Line 
Transformers, Poles 
& Conductors and 
related O&M 
accounts. 

Range depends on 
customer density on lines, 
where the demand 
classification component 
increases as density does 
(<30 customers/km is low 
density, 30-60customers/km 
is medium density, >60 
customers/km is high 
density). 

 
118 As per Order G-47-16, Negotiated Settlement Agreement Appendix A, pdf pages 15-16 of 59, available online: 
https://docs.bcuc.com/documents/proceedings/2016/doc_46087_04-11-2016_cos-negotiated-settlement-agreement.pdf,  
119 M10431 Nova Scotia Power 2022 GRA, before the Nova Scotia Energy Board, Exhibit N-4 Studies & Reports – Redacted, SR-01 
Attachment 4, pdf pages, 259, 261 and 275 of 1000. Note: Nova Scotia Power is currently in process of filing an updated Cost of 
Service Study which continues to split distribution plant costs by demand and customer, using a minimum system study approach. 
120 Board Directions on Cost Allocation Methodology For Electricity Distributors (Board Directions on Cost Allocation Methodology for 
Electricity Distributors, Cost Allocation Review – EB 2005 0317), pages 50-51, available online: 
https://www.oeb.ca/documents/cases/EB-2005-0317/report_directions_290906.pdf 

https://docs.bcuc.com/documents/proceedings/2016/doc_46087_04-11-2016_cos-negotiated-settlement-agreement.pdf
https://www.oeb.ca/documents/cases/EB-2005-0317/report_directions_290906.pdf
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Utility Distribution Plant 
Classification 

Methodology Notes 

Newfoundland 
Power121 

Conductors, Poles & 
Fixtures 63% 
demand/37% 
customer;  
Transformers 72% 
demand/28% 
customer 

Minimum System for 
Conductors, Poles & 
Fixtures; Zero 
Intercept for 
Transformers 

 

FortisBC 
(Electric) 122 

Poles, Towers & 
Fixtures 86% 
customer/14% 
demand;  
Conductors & Devices 
71% customer/29% 
demand; 
Transformers 43% 
customer/57% 
demand 

Minimum System  Study results incorporate an 
offset to customer-related 
portion to account for the 
peak load carrying 
capability (PLCC) of a 
minimum system. 

SaskPower123 Substations 100% 
demand;  
Three phase feeders 
100% demand; 
Primary lines 70% 
demand/30% 
customer; 
Transformers 65% 
demand/35% 
customer 

For primary lines & 
transformers, based 
on Minimum 
Systems study with 
PLCC adjustment for 
demand component 
on ‘minimum 
system’. 

The report notes that 
customer-related proportion 
of lines and transformers is 
usually higher for 
SaskPower as it has very 
low density, approximately 
3 customers per km of 
distribution line. 

Maritime 
Electric 
(PEI)124 

Lines 50% 
demand/50% 
customer; 
Transformers 60% 
demand/40% 
customer 

n/a The method utilized seems 
to be largely historical, as 
explanation is not provided 
other than it’s the 
classification used 
previously and the same 
basic principles continue to 
apply. 

 
1212025-26 Newfoundland Power General Rate Application, Volume 2, Report 3: Cost of Service Study, pdf pages 95 & 96 0f 259, 
available online: http://www.pub.nf.ca/applications/NP2025GRA/app/From%20NP%20-%202025-
2026%20General%20Rate%20Application%20-%20Volume%202%20-%202023-12-12.PDF  
122 Exhibit B-1-1 FBC Updated 2025 Cost of Service Allocation and Revenue Rebalancing Application, pdf pages 69-71, 74 of 211. 
The COSA is currently before the BCUC for review with decision pending, however no changes are being proposed for distribution 
classification. Available online: https://docs.bcuc.com/documents/proceedings/2025/doc_81642_b-1-1-fbc-2025-cosa-application-
updated.pdf  
123 SaskPower 2023 COS Methodology Review Final Report, pages 46 & 59, available online: https://www.saskpower.com/-
/media/saskpower/accounts-and-services/rates/cost-of-service-2023/report-rates-elenchus-costallocation-ratedesign-2023.pdf  
124 From 2020 Cost Allocation Study filed in support of 2023 Rate Application (Matter UE20946), page 14-15, available online: 
https://irac.pe.ca/wp-content/uploads/Exhibit-M-1d-REVISED-2020-Cost-Allocation-Study-dated-January-27-2022.pdf 

http://www.pub.nf.ca/applications/NP2025GRA/app/From%20NP%20-%202025-2026%20General%20Rate%20Application%20-%20Volume%202%20-%202023-12-12.PDF
http://www.pub.nf.ca/applications/NP2025GRA/app/From%20NP%20-%202025-2026%20General%20Rate%20Application%20-%20Volume%202%20-%202023-12-12.PDF
https://docs.bcuc.com/documents/proceedings/2025/doc_81642_b-1-1-fbc-2025-cosa-application-updated.pdf
https://docs.bcuc.com/documents/proceedings/2025/doc_81642_b-1-1-fbc-2025-cosa-application-updated.pdf
https://www.saskpower.com/-/media/saskpower/accounts-and-services/rates/cost-of-service-2023/report-rates-elenchus-costallocation-ratedesign-2023.pdf
https://www.saskpower.com/-/media/saskpower/accounts-and-services/rates/cost-of-service-2023/report-rates-elenchus-costallocation-ratedesign-2023.pdf
https://irac.pe.ca/wp-content/uploads/Exhibit-M-1d-REVISED-2020-Cost-Allocation-Study-dated-January-27-2022.pdf
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Utility Distribution Plant 
Classification 

Methodology Notes 

New 
Brunswick 
Power125 

Poles & Fixtures, 
conductors, Operating 
equipment 50% 
demand/50% 
customer; 
Transformers 75% 
demand/25% 
customer 

Judgment/ 
Internal Estimate 

 

SaskPower and the Ontario Energy Board both consider lower density as a rationale to supporting 
a higher classification to customer. Manitoba Hydro’s customer density is approx. 8 customers/km 
of distribution line,126 which is comparable to SaskPower’s very low density and would result in a 
‘Low Density’ classification under OEB guidelines.127 Either way, jurisdictions with a higher density 
still justify classifying some distribution plant costs, especially Poles & Wires and Transformers, 
as customer-related however it may support a reduced classification amount. 
Other utilities, including SaskPower and FortisBC (Electric), acknowledge that the customer-
related portion of costs will still be able to serve a certain level of peak load. This seems to have 
been Mr. Chernick’s argument for entirely eliminating any classification to customer in the 2015 
COSS review. However, rather than eliminate the classification entirely, these utilities incorporate 
a PLCC adjustment within a Minimum System study to the customer-related portion to avoid 
overclassifying to customer.  

6.3 Approach for Classification Weighting 
Unfortunately concerns about the method used to split costs between demand and customer in 
the Cost of Service review remain. Manitoba Hydro’s previous method for classification was based 
on internal judgment,128 which was determined at 60% demand, 40% customer in 1991.129  
It is still important for cost causality and fairness between rate classes that distribution-related 
costs, especially Poles & Wires but potentially Transformers as well, are classified between 
demand and customer. Ultimately Manitoba Hydro has the internal data and ability to best 
determine how to undertake the appropriate analysis to calculate a classification split. Many 
Canadian utilities use the Minimum System approach however it has been acknowledged that 
this approach can be complicated. 
For example, the PUB recently dealt with this matter in the 2024/25 Centra Gas General Rate 
Application, where Centra Gas had a Minimum System study prepared to verify the 
demand/customer classification split of distribution mains. The proceeding covered in detail the 
technicalities involved to develop the ratio between customer and demand and there was differing 
opinions about the method that should be used. Ultimately the PUB ruled that professional 

 
125 Matter 0554 before the New Brunswick Energy & Utilities Board, NB Power Class Cost Allocation Study Methodology, as per Exhibit 
No. 05.05, Appendix E, 2023-24 CCAS Current Rate Classes Decision Model (Revised), Schedule 3.1, rows 30 to 51. 
126  Electricity Customers of 624,062 / 76,000 km of distribution system (although this figure includes industrial customers not 
connected to the distribution system so won’t provide an exact comparable). From MFR-9, pages 16 & 121 of Manitoba Hydro-Electric 
Board 73rd Annual Report for year ended March 31, 2024. 
127 Board Directions on Cost Allocation Methodology For Electricity Distributors (Board Directions on Cost Allocation Methodology for 
Electricity Distributors, Cost Allocation Review – EB 2005 0317), pages 50-51, available online: 
https://www.oeb.ca/documents/cases/EB-2005-0317/report_directions_290906.pdf 
128 PUB/MH I-48 from the 2015 Cost of Service Study 
129 PUB Order 164/16, page 71 

https://www.oeb.ca/documents/cases/EB-2005-0317/report_directions_290906.pdf
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historical judgment was the practical method to employ in this case over the Minimum System 
method, as there seemed to be particular concern about the range of options and costs for 
replacement materials used to calculate the minimum system estimate.130   
Undertaking the Minimum System study in this matter helped as a crosscheck to the existing 
judgment-based approach. And while there was disagreement about the method to employ and 
the assets used to estimate a ‘minimum system’, the justification to split distribution main costs 
between customer and demand was not questioned. Comparatively the Manitoba Hydro 2015 
COSS review did not undertake this level of analysis on an issue that has material impacts for the 
GSS and GSM rate classes.  
Acknowledging the technical difficulties of the Minimum Systems approach and the potential 
overallocation to customer without a PLCC adjustment, the Zero Intercept method is an alternative 
that uses regression analysis to estimate a customer-related portion of costs based on a 
hypothetical ‘zero demand’ system. However, this does not always provide intuitive, transparent 
results as its based on estimates and calculations. The other common method employed in 
Canadian jurisdictions is historical/professional judgment, as a practical approach employing 
reasonability and often benchmarking to other utilities. 
Manitoba Hydro was unable to provide a Minimum System study in this proceeding as it does not 
have an established methodology for completing such a study, nor does it have the detailed asset 
quantities or detailed costs available to prepare an estimate using recent cost data in the time 
available. Instead its judgment to split costs when asked was to use the previous method of 60% 
demand and 40% customer for Poles and Wires, with results that meaningfully impact RCC ratios. 
131 As a cross-check, this would be in line with the OEB Guideline’s classification range. 
Recommendation/Conclusion: Manitoba Hydro should be directed by the PUB to undertake a 
study that: 

a. Determines which distribution plant costs are best aligned to a classification split between 
customer and demand (specifically to include Poles & Wires but potentially Transformers 
as well);  

b. Determines the most effective methodology based on cost casualty to split distribution 
plant costs between customer and demand (including a Minimum System study with a 
PLCC adjustment, similar to other Canadian utilities who have recently undertaken this 
analysis);  

c. Confirm whether the C23 (unweighted customer numbers with adjustments for secondary 
updated from PCOSS14) and D36 (NCP with adjustments for secondary) remain the 
appropriate allocators and/or suggest new ones; and 

d. Include in this review the continued appropriateness of the primary and secondary 
adjustment split for Poles & Wires as 70% primary and 30% secondary, as this split was 
also established in 1991 (an issue that ultimately resulted in removal of the classification 
split in the 2016 COSS) and has not been updated since. 

The results of this study should be incorporated into the next Cost of Service Study (PCOSS29), 
if not sooner.  

 
130PUB Order 125/25, pages 141 - 150 
131 In response to GSS-GSM/MH II-9b 
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Alternatively, there are two other options that could be implemented in this proceeding on the 
basis of professional judgment that fall within Canadian utility benchmarking – and in line with the 
PUB’s recent Centra Order: 

1) Revert back to the 60% demand/40% customer split used prior to 2015 (results as shown 
in GSS-GSM/MH II-9b); 

2) Use the primary/secondary split percentages to establish classification with primary 
classified as 100% demand and secondary as 100% customer (i.e. results in 70% 
demand/30% customer). This primary/secondary split is currently used in the COSS, for 
the Poles & Wires distribution classification to ensure the GSL 0-30kV class is not paying 
for the secondary distribution system (as they are not connected to it). Results of which 
are provided in response to MIPUG/MH II-26c. 
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7.0 Rate Design – RCC Rebalancing 
Rates should be adjusted differentially such that all rate classes have Revenue Cost Coverage 
ratios (RCCs) within the 95-105% range of reasonableness, including for the GSS-ND rate class. 
There are qualitative factors which make adjusting to 100% RCCs unreasonable, including the 
impact of offsetting rate increases required of other classes currently below 100%, but also the 
fact that this GRA includes a three-year test period but only provides RCC ratios based on one 
forecast year – 2025/26. Additionally, the accuracy of the Load Research study and other forecast 
inputs that go into cost allocation will never be perfectly accurate so setting rates to within a range 
of cost recovery is reasonable.  
The future of export revenues is an important component to consider for RCC ratios, as 2025/26 
and PCOSS26 by extension is based on an anomalous year of export revenues that is not 
anticipated moving forward. PCOSS26 results include offsetting export revenue of $867 million,132 
however thereafter export revenue is forecast to decrease by almost $100 million in 2026/27 to 
$771 million, and further thereafter – largely a result of decreasing on-peak export prices and 
expiring long-term contracts.133 As this GRA covers three test period years this is a worthwhile 
qualitative consideration for differentiated rates over the full test period. 
Future anticipated impacts are expected to be minimal, if at all for the smaller rate classes 
(Residential to GSM), while GSL class RCC ratios will be negatively impacted slightly.134 
Rebalancing should be undertaken over the test period without the need for offsetting incremental 
increases to the other rate classes. There is enough excess in Manitoba Hydro’s forecast net 
income and other cost areas to absorb the impact, especially if cost control recommendations are 
accepted by the PUB as a result of this proceeding. The estimated cumulative impact of holding 
rates steady for the GSS-ND and GSL >30kV rate classes to correct for high RCCs over the test 
years is $76 million. As this results in RCCs for each class approaching 100% it is likely 0% rate 
increases are not fully required to satisfy the principle of reasonable cost coverage for each rate 
class (within 95 – 105%).   
Of relevance, rate rebalancing to the GSS-ND rate class may need to be managed differently 
across each rate component (i.e. not across-the-board) as to not impact the uniformity between 
GSS-ND and GSS-D rates. Manitoba Hydro will need to address this if rate rebalancing is 
accepted.135  
Recommendation: The PUB should direct rate increases to comfortably ensure all rate classes 
are within the zone of reasonableness by the end of the test years without offsetting increases to 
the rate classes already within 95 – 105% RCCs. Any remaining revenue reductions that may 
result from this proceeding should then be applied uniformly to all rate classes. 
 
  

 
132 Nets to $840.9 million once variable water rentals and O&M are deducted 
133 GSS-GSM/MH II-4c 
134 GSS-GSM/MH II-4b 
135 GSS-GSM/MH II-14e(i) asked for a proposal from Manitoba Hydro but the response did not provide. 
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MELISSA DAVIES 
CONSULTANT 
MNYD Consulting Inc. 
mdavies@mnydconsulting.ca  
 
AREAS OF EXPERIENCE: 

• Utility Regulation and Rates, including revenue requirement, cost of service and rate 
design  

• System and Resource Planning including supply and load/demand projections and 
cost modelling including sensitivity and scenario analysis 

• Financial and Economic analysis, projections and modelling  

• Financial Evaluation including Cost-Benefit Analysis, NPV and Business Valuation 

 
EDUCATION: 

• Master of Business Administration (MBA), majors in Finance and Sustainability, Asper 
School of Business, University of Manitoba, 2015 

• Bachelor of Commerce (Honours), major in Actuarial Mathematics, Asper School of 
Business, University of Manitoba, 2010 

• Passed Society of Actuaries Exam FM/2, 2008 

 
PROFESSIONAL EXPERIENCE: 

• For the Association of Major Power Consumers of British Columbia (2014 – 
Present): Provide advisory services to the industrial customer group, including expert 
witness (filing evidence and providing oral testimony), advisory and case management 
in electric utility revenue requirement (rate applications), industrial rate design, cost 
of service, and integrated resource planning applications before the British Columbia 
Utilities Commission, with a focus on general service large and transmission service 
customers. Assist industrial power users with respect to years long review of changing 
the Transmission customer rate structure and in development of other rate structures 
and pilots including the incremental energy rate and the freshet energy rate. 
Participation in utility run works on behalf of industrial electricity customers on matters 
including electrification policy and planning, industrial rate design, long-term resource 
planning, system interconnection policy, and carbon reduction initiatives. Provide 
ongoing project management and advisory services to the group regarding electricity 
and economic policy issues. 

• For the Nova Scotia Industrial Group (2023 – Present): Provide advice and 
expert support in Nova Scotia Power’s 2026-2027 General Rate Application negotiated 
settlement on behalf of industrial ratepayers. Provide ongoing strategic and technical 

mailto:mdavies@mnydconsulting.ca
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support on behalf of the Industrial Group (IG) intervenor in the Nova Scotia Power 
Cost of Service Study (COSS) preparation and negotiations, including over a dozen 
workshops on cost of service related matters in development of an updated Cost of 
Service methodology. Provide technical support to legal counsel on other regulatory 
matters including review of the E1 DSM Plan and in rate rider applications (FAM AA/BA, 
storm cost rider). 

• For the PEI Federation of Agriculture (2022 – Present): Provide ongoing 
strategic and technical support in the Maritime Electric Rate Design Application on 
behalf of PEI farming ratepayers (largely residential and small to large general service 
operations), including the filing of expert evidence on cost of service, customer load 
profiles and rate design issues. 

• For the City of Langford (2024 – Present): Provide ongoing technical support to 
legal counsel and the City of Langford in development of a long-term rate plan and in 
negotiations of a contract renewal for sewer utility fees owned and operated by West 
Shore Environmental Services. 

• For JD Irving, New Brunswick (2022 – 2024): Filed expert evidence and provided 
technical support in Matter 0529: NB Power Rate Design proceeding on behalf of JD 
Irving, an industrial customer and intervenor. Provided technical support in Matter 
554: NB Power Class Cost Allocation Study. 

• For the City of Surrey District Energy Utility Rate Review Panel (2019 – 2024): 
One of three panelists responsible for annual review and recommendation of district 
energy utility rates for the City of Surrey. Responsibilities include meeting with the 
energy utility’s finance group on an annual basis to provide objective and expert advice 
regarding utility revenue requirement, rate structure and proposed rates consistent 
with established rate-setting principles. Panel recommendations are reviewed by the 
utility and provided to the City Council in their consideration for district energy utility 
rates. 

• For the Vancouver Airport Fuel Facilities Corporation (2019 – 2021): Provided 
technical analysis and consultation in the review of Pembina Kinder Morgan Jet Fuel 
(PKMJF) 2019 Tariff Application before the British Columbia Utilities Commission. This 
included providing expert evidence on revenue requirement, cost of service and rate 
design topics, including the accelerated depreciation proposal of the pipeline due to 
potential future abandonment. 

• For Manitoba Industrial Power Users Group (2010 – 2020): Analytical and 
strategic support for expert and legal services in the intervention in general rate 
applications and related proceedings which review and analyse Manitoba Hydro’s 
revenue requirement, cost of service, rate design, system resource planning, load 
forecast, financial targets and analysis, depreciation, and economic conditions. Assist 
industrial power users with respect to rate design including assessment of alternative 
rate structures and surplus energy rates. Provided analytical and strategic support for 
experts and legal services in the inaugural Efficiency Manitoba 3-Year Plan Application 
for years F2021 – F2023 before the Public Utilities Board. Provided analytical and 
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strategic support for expert and legal services in the 2013 Needs For and Alternatives 
To (NFAT) review before Manitoba Public Utilities Board representing large industrial 
energy users in review of $20 billion+ long-term utility resource capital plans. Role for 
the NFAT included multi-forum stakeholder engagement with Manitoba businesses and 
industry to identify and report on energy requirements and resourcing perspectives 
from this market segment more broadly. Provided long-term project management to 
the group, with regular reporting, stakeholder engagement, and update meetings to 
support group energy-related initiatives. Undertook economic impact assessment of 
the group, including the 2012 and 2015 MIPUG Economic Impact Assessment reports, 
which surveyed members and reported on the local and regional economic benefits of 
energy intensive industry in Manitoba. 

• For the Utilities Consumer Advocate of Alberta (2016 – 2020): Support in 
review and analysis related to utility rate setting, cost of service, depreciation 
methodology and rate design before the Alberta Utilities Commission. Specific project 
work included providing expert evidence on cost of service and rate design in the ATCO 
Gas Phase II 2020 General Rate Application (#25428). Provided technical support and 
analysis on depreciation matters in the Altalink Management Ltd. 2017 – 2018 General 
Tariff Application (GTA) (#21341), the following 2019 – 2021 GTA proceeding 
(#23848), the AltaGas 2018 Depreciation Application proceeding (#24161), the ATCO 
Gas 2018 Depreciation Application proceeding (#24188), and the ATCO Pipelines 2017 
– 2018 General Rate Application (#22011). Provided technical support and analysis in 
review of the ATCO Pipelines 2019 – 2020 General Rate Application (#23793) focused 
on revenue requirement forecasts, the ATCO Pipelines Pembina-Keephills Transmission 
Pipeline Project review (#23799), and in related interim rate and compliance filing 
proceedings (#24817).  

• For the Industrial Gas Users, Manitoba (2018 – 2020): Project management and 
stakeholder engagement for industrial gas customers, supporting intervention in the 
Centra Gas 2019 General Rate Application in Manitoba. Support to legal counsel in 
case strategy and argument development and ongoing technical support for expert 
witnesses in development of evidence and testimony in the proceeding. Support in the 
technical areas of revenue requirement, capital expenditures, cost of service 
methodology, and rate design. 

• For the City of St. John’s, Newfoundland (2018 - 2019): Subcontracted to 
Forkast Consulting Services to provide an expert report and recommendations 
regarding the continuation of the water rental rate structure for the City’s legislated 
waterways to Newfoundland Power for use in hydroelectric generation. Research and 
analysis included a review of relevant Newfoundland legislature, review of 
Newfoundland Power financial structure and hydroelectric assets, a comparison of 
other utility rate structures and provincial legislature regarding water rentals and 
alternative considerations including asset pricing and acquisition considerations. 
Ultimately the report provided detailed recommendations on rate design, rate 
collection levels and timing, and supporting rationale for consideration by City and 
Council. 
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• For Saskatchewan Rate Review Panel (2013 – 2019): Provided support in 
regulatory, economic and financial analysis and reporting to provide advice to the 
Saskatchewan Rate Review Panel on commodity and delivery rate applications 
submitted by SaskEnergy and general rate applications by SaskPower, specializing in 
review of cost of service, rate design, depreciation methods (including cost recovery 
of stranded assets), financial forecast evaluation (including financial targets), and load 
forecast. 

• For Northwest Territories Power Corporation (2010 – 2019): Provided technical 
support in the filing of General Rate Applications for electricity rate changes before the 
Northwest Territories Public Utilities Board, including the 2012 and 2017 applications. 
This includes financial and economic modelling, development of community specific 
and territory wide load forecasts, preparation of the cost of service study and providing 
rate design options for residential, general service and wholesale customers. Provided 
technical support in the 2010 application to implement Electricity Rate Policy 
Guidelines application. Undertook projects directly for NTPC including research, 
writing, and development for economic, financial and regulatory policy assessment and 
strategy. 

• For the Hualapai Tribal Utility Authority (HTUA) (2017 – 2018): Provided 
financial analysis to complete a feasibility study and Cost of Service analysis (including 
financial model) for the development of a municipally owned distribution utility, 
including power purchase and transmission, asset purchase (acquisition value) and 
replacement costs, and ongoing operation and maintenance costs. The assignment 
included a review of comparable jurisdiction cost and rate structures, building a 
financial model with input cost variables, reporting and presenting in HTUA Board 
meetings. 

• For the Forks North Portage Corporation (2016 - 2018): Prepared an economic 
profile assessing the economic impacts of tourist destination ‘The Forks’ including 
quantitative analysis of direct and indirect benefits for Manitoba. Updated economic 
impact assessment in 2018 following increased development and resulting economic 
impact on the site on a municipal, provincial and federal level. 

• For City of Penticton (2017): Provided financial and technical analysis to the City 
in its stormwater utility rate review, including development of long-term revenue 
requirement, development of different rate structure options and review of other 
stormwater utilities in Canadian jurisdictions for comparison of rate options.  

• For Tolko Industries, Hudbay Minerals and Manitoba Hydro (2015 - 2016): 
Provided support for a concept study assessing natural gas fuel alternatives (LNG and 
CNG) for northern Manitoba industry including long-term pricing models and logistical 
considerations. 

• For Industrial Customers of Newfoundland and Labrador Hydro (2010 – 
2014): Support in the preparation of technical analysis and evidence for 
Newfoundland Hydro GRA hearings and the rate stabilization plan application before 
Newfoundland Board of Commissioners of Public Utilities, representing large industrial 
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energy users. 

• For Minaki Cottagers Association (2013 – 2014): Analyzed and reported on the 
possible socio-economic effects including economic consumption and supply capacity 
of evolving plans to redevelop the former Minaki Lodge site into condominium units 
with a focus on safety, recreational, cultural and heritage impacts on the existing 
customers and area. Reviewed past and comparative developments to establish 
benchmarks for sizing due to the unorganized territory status of Minaki.  

• For Tsay Keh Dene First Nation and Kwadacha First Nation (2011): Prepared 
analysis on a comparison between existing rates and proposed changes. Technical 
support, research, writing and development of Community Energy Study. Assisted in 
research, analysis and writing for Tsay Keh Dene and Kwadacha First Nations in British 
Columbia regarding the consultation process of the potential Site C Clean Energy 
Project. 

• For Manitoba Hydro, Keeyask Generation Project (2010 – 2012): Provided 
technical analysis and support for the Keeyask Generation Project economic 
employment model, assisting with analysis of the economic and socio-economic 
consequences of the Project. Provide support and research to the Environmental 
Impact Statement Core document management and executive summary. Assisted in 
development of a stakeholder socio-economic assessment including cost-benefit 
analysis and economic evaluation regarding the potential listing of lake sturgeon as an 
endangered species in Manitoba under Section 1 of the Species at Risk Act. 
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Utility Regulation Expert Evidence & Testimony 

Utility  Proceeding Before Client Year Oral 
Testimony 

Maritime Electric 
(PEI) 

Maritime Electric 2020 
Rate Design Application 
(Proceeding: UE22503) 

Prince Edward Island 
& Regulatory 

Appeals Commission 

Prince Edward 
Island 

Federation of 
Agriculture 

2022 - 
present pending 

BC Hydro 2021 Integrated 
Resource Plan 

British Columbia 
Utilities Commission 

(BCUC) 

Association of 
Major Power 
Customers 

(AMPC) 

2022 - 
2024 No 

New Brunswick 
Power 

NB Power Rate Design 
Proceeding (Matter 

0529) 

New Brunswick 
Energy & Utilities 

Board 
JD Irving  2022 - 

2023 No 

BC Hydro 
F2023-2025 Revenue 

Requirements 
Application (RRA) 

BCUC AMPC 2022 - 
2023 Yes 

BC Hydro F2020-2021 RRA BCUC AMPC 2019 - 
2020 Yes 

ATCO Gas 
2020 General Rate 
Application (GRA) - 

Phase II 

Alberta Utilities 
Commission (AUC) 

Alberta Utilities 
Consumer 
Advocate 

(UCA) 

2019 - 
2020 No 

PKM Canada 
(Jet Fuel) 

2019 Jet Fuel 
Application BCUC 

Vancouver 
Airport Fuel 

Facilities 
Corporation 

2019 - 
2021 No 

 

Utility Regulation - Advisory, Expert & Legal Support  
Utility  Proceeding Before Client Year 

BC Hydro Transmission Rate Design Application BCUC AMPC 2022 - 
2023 

BC Hydro F2022 RRA BCUC AMPC 2020-21 
AltaGas 2018 Depreciation Application AUC UCA 2019-20 
Altalink 
Management Ltd 2019-20 General Tariff Application AUC UCA 2019-20 

Efficiency Manitoba 2020/21 - 2022/23 Efficiency Plan 
Manitoba Public 
Utilities Board 

(MPUB) 

Manitoba 
Industrial Power 

Users Group 
(MIPUG) 

2019-20 

ATCO Gas 2018 Depreciation Application AUC UCA 2019-20 
ATCO Pipelines 2019-2020 General Rate Application AUC UCA 2018-19 

ATCO Pipelines Pembina Keephills Transmission 
Pipeline Project AUC UCA 2018-19 

Manitoba Hydro 2019/20 General Rate Application MPUB MIPUG 2018-19 
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Utility Regulation - Advisory, Expert & Legal Support  
Utility  Proceeding Before Client Year 
Manitoba Hydro 2017/18 & 2018/19 GRA MPUB MIPUG 2017-18 
Altalink 
Management Ltd 2017-2018 General Tariff Application AUC UCA 2016-17 

Northwest 
Territories Power 
Corporation (NTPC) 

2017/18 & 2018/19 Phase I & II 
General Rate Application 

Northwest 
Territories Public 

Utilities Board 
(NWTPUB) 

NTPC 2016-17 

ATCO Pipelines 2017-2018 General Rate Application AUC UCA 2016-17 

CentraGas 2019/20 General Rate Application MPUB Industrial Gas 
Users 2019 

ATCO Electric 2018 Depreciation Application AUC UCA 2019 

SaskPower 2018 Rate Application 
Saskatchewan Rate 

Review Panel 
(SRRP) 

SRRP 2017 

SaskPower 2016 and 2017 Rate Application SRRP SRRP 2016 
Manitoba Hydro 2016 Cost of Service Review MPUB MIPUG 2016 

SaskEnergy 2015/16 Natural Gas Delivery & 
Commodity Rate Application SRRP SRRP 2015 

Manitoba Hydro 2014/15 & 2015/16 General Rate 
Application MPUB MIPUG 2015 

Manitoba Hydro Needs For and Alternatives To (NFAT) 
Resource Planning Investigation MPUB MIPUG 2014 

Manitoba Hydro 2012/13 & 2013/14 General Rate 
Application MPUB MIPUG 2013 

SaskEnergy 2013/14 & 2014/15 Natural Gas 
Delivery Rate Application SRRP SRRP 2013 

NTPC 2012/13 & 2013/14 General Rate 
Application NWTPUB NTPC 2012 

NTPC 2010 Rate Rebalancing Application NWTPUB NTPC 2010 

Manitoba Hydro 2010/11 & 2011/12 General Rate 
Application MPUB MIPUG 2010 

Newfoundland and 
Labrador Hydro 
(NLH) 

Rate Stabilization Plan - Rate 
Finalization 

Board of 
Commissioners of 
Public Utilities of 

Newfoundland and 
Labrador (NLPUB) 

Newfoundland 
Island Industrial 

Customers 
2010 
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