Opening Statement for General Service Small/General Service Medium Customer
Classes for the 2026 to 2028 General Rate Hearing

Background

The General Service Small and General Service Medium intervener, which | will refer to as
“GSS - GSM” represents the GSS and GSM customer classes. These customer classes
make up a large portion of Manitoba Hydro’s overall customer base, with customers
spanning the residential, commercial, agriculture and industrial sectors. These customer
classes as a whole are responsible for over 30% of Manitoba Hydro’s general consumer
revenue.

Direct membership of GSS-GSM includes the Automotive Trades Association (ATA) and the
Building Owners and Managers Association (BOMA) of Manitoba.

ATA is a not-for-profit association that represents collision and glass repair shops located
in Manitoba. ATA members include 160 of the 223 MPI accredited collision repair shops as
well as manufacturers, distributors, and recyclers. For MPI accredited collision repair
shops, over 90% of revenue comes from insurance claims. So when MPI rate increases are
regulated to 2%, ATA member repair rates are also restricted to that level.

BOMA Manitoba represents management and operations of commercial and institutional
buildings covering many sectors including corporate head office and business rental
buildings located throughout Winnipeg and the province, hotels, museums, fitness
centers, sports facilities, convention centers, shopping malls, airports, industrial related,
community spaces, etc. BOMA advocates on behalf of its members and their tenants for
existing operations and future building development.

More broadly, we have consulted with various organizations that represent GSS and GSM
customers to understand their interests and concerns in preparation for this hearing,
including Canadian Manufacturers and Exporters (CME), Association of Manitoba
Municipalities (AMM), and Keystone Agricultural Producers (KAP). We will continue to
incorporate their input throughout our participation.

Interests

Although the GSS and GSM customer classes are very diverse in both usage and operations
there are a few common themes of these customers that are particularly relevant for this
review.

While there is a spectrum given the diversity of these classes, many of these customers are
price takers and/or operate with high levels of competition. This results in thin profitability



margins and minimizes the ability to pass along operational cost increases in prices,
especially when they occur above inflationary levels.

Competition for these classes is local, regional, national and international. General service
customers are balancing many external and economic factors that impact their operations.

Similar to Manitoba Hydro’s evidence in this GRA, wages and the cost of materials have
been increasing at much higher rates than inflation, especially over the last 5 years (post
COVID). Unfortunately, unlike Manitoba Hydro, as already mentioned GSS and GSM
customers generally do not have the ability to pass along costincreases to their customers
and as a result have to cut costs elsewhere or absorb in their bottom line.

While Manitoba Hydro has a long-term, 20 year financial horizon by which they spread out
their cost increases, GSS and GSM customers manage their budgets on much shorter
timeframes, often annually. GSS and GSM customers do not have the ability to collect
additional revenues above cost to the extent Manitoba Hydro is proposing in this Rate
Application to meet long-term financial targets driven by future capital expenditures. They
must scrutinize and justify costs each year given the thin profitability margins and high
competition.

For many GSS and GSM customers, electricity is not one of the primary cost inputs for their
operations. As a result, their ability to manage electricity usage and even understand the
complex rate structures that these classes are billed is generally going to be less than a
larger industrial user. For customers that have concerns with electricity costs, especially
as costs rise, there are not many options, if any at all, provided by Manitoba Hydro to
manage electricity bills, such as optional rates.

While the GSS/GSM customer classes have varied interests, our intervention is focused on
fair, cost based and competitive electricity rates as well as cost control in Manitoba
Hydro’s spending and reliability of service.

Approach:

On revenue requirement for the test years, the GSS-GSM approach to review largely
considers a short-term lens for test year costs and profitability (netincome) to ensure rates
represent the current cost to serve customers. This view establishes the limited
appropriateness to set rates to collect for future cost drivers including long-term capital,
and represents a ratepayer perspective, particularly for the customer classes we are
representing — GSS and GSM - which themselves have reduced capacity for earnings and a
need for strong cost controlin current economic conditions.



This short-term approach to revenue requirement review is in line with other Canadian
jurisdictions and is particularly appropriate given the considerable long-term uncertainty in
Manitoba Hydro’s plan and the lack of supporting information. In simple terms, the GSS-
GSM approach will be reflect that it is easier for customers to understand and justify rate
increases that are based on short-term revenue requirement and not on long-term
forecasts and financial targets.

The GSS-GSM approach to review cost control in Manitoba Hydro’s spending through the
course of this hearing will include consideration of Operating & Administrative Expenses
including Vegetation Management and treatment for SAP S/4HANA expenditures. GSS and
GSM customers support the Board carefully considering the reasonableness of Manitoba
Hydro’s forecast costs and to provide direction on the threshold of supporting justification
required to establish cost-based rates.

As it relates to cost of service methodology, there seems to be general support for a
reconsideration by the Board for the classification split between customer and demand for
distribution plant assets, including poles and wires, and also potentially transformers.
GSS-GSM intends to address this in the hearing, having regard to the fact that the approach
currently taken by Manitoba Hydro is atypical of the approach taken in other Canadian
jurisdictions.

GSS-GSM intends to test rate design matters in this hearing including the current rate
structures for GSS and GSM customers, voluntary rate offerings that should be prioritized
to provide bill management options that could also provide benefit to Manitoba Hydro’s
system, and finally customer class rates that are within the zone of reasonableness.

Additionally, we intend to spend time in this hearing to better understand Manitoba Hydro’s
approach to customer connections, especially for GSS and GSM customers, including
benchmarking for timelines and costs. This is an important issue that has been brought up
a few times in our consultations with GSS-GSM customer groups.

The Board has received pre-filed evidence from Melissa Davies of MNYD Consulting
(Exhibit GSS-GSM-05) as well as IR responses (PUB-11, MIPUG-12, CC-28). Ms. Davies will
testify to this evidence later in these proceedings.

Simply put, the GSS-GSM approach to this hearing is guided by three questions that GSS
and GSM customers want answered:

1) Is Manitoba Hydro managing its own costs to an appropriate level that minimizes
rate increases;



2) Arethe proposed electricity rates increases competitive, both compared to other
jurisdictions and compared to CPI, which we believe is an appropriate internal
benchmark; and

3) Are GSS and GSM customers paying their fair share of costs (and not more).





